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Introduction 
Among the hundreds of economi.e statistical aeries 
-currently published in countries tbreugliout the world, the 
nteaaures called a Consumer Price Index or in some inst!lll.ces, 
a "Cost-o:f'-Living" Index are' probably among the moat widely 
known aad recognized. 
In addition to the value of such Indexes in economic 
theory and analysis, these measures have been brought into 
the realm of practical application such as in government 
. policy for.mation8 examples of whi.Qn are price control, price 
anal.yais, or the setting of govel!":mnental salary seales. 
Other use's of a measure Gf this type cover such diverse 
areas as market research, budget analysis, wage negotiations, 
and probably the moat dominant use of all, the incorporatien 
of au~o.matic wage adjustment provisions into collective 
r 
bargaining agreements based on movements of the Consumer 
Price Index. Provisions of this latter type -currently cover 
milli0na of workers under labor~anagement contracts 1n the 
United States and somewhat· similar uses are made of priee 
indexes of this type in eertain·European countries. 
Because o:f' the ~portance of the Consumer Price Index 
in the United States and its ·widespread usuage, it is 
significant that we know whether it is of sufficiently ~gh 
quality to merit the application and confidence whiah have 
been placed in ~t. 
Vii 
~kerefore it is proposed to examine in this paper the 
techniques and methodologies w~oh enter into the develop-
ment and eurrent maintenance of the Consumer Price Index for 
the United States and s~lar aspects of the principal 
measut'es of consum.el:" prices in five Western European eounn-
ries. Measures to be considered here will include those 
existing in the United Kingdom6 France., Italy, Belg.ium.., and 
We.st Germany. 
NG meas1U'e ·is· a.ny- better than the quality of tech-~ .. · 
niq_ues and methodology utilized in its c0nst:ru.etion od 
mainteaance. By examining these aspects of the measures to 
be considered here it will" be possible to compare and 
eva1uate them with particular emphasis on the techniques and 
methodologies employed in the Consumer Priee Index for the 
United States • 
. The results of this examination and evaluation will 
.be help:t'U 1l!l ascertaining whethe:tt or not the Consumer Pr:l.ee 
Index :fer the United States is as good a measure as could be 
constructed and maintained under present eonditiens., and ~f 
:l.t warrants the prestige and utilization whi~ it currently 
receives. 
CHAPTER I 
MEASURES OF CONSUMER PRICES 
I. INTRODUCTION TO THE PROBLEM 
Prices and price levels have been discussed and 
·analyzed extensively by economists throughout history. 
Reference to the subject of price is found in the Summa 
Theologica of Thomas Aquinas and his concept of the "Just 
price", and in the 11Reponse aux Paradoxes de Malestroit" 
(1569) of Jean Bodin who cited as the cause. of price increases 
in France, Spain, and Italy at that time, the decrease in the 
value of gold and silver due to the great influx of these 
metals from America. Throughout the writings of the classic&, 
neo-classical and modern economists, price is a major subject. 
The purpose of this paper is to examine and evaluate a 
small facet of the complex subject of price, namely, the 
measures utilized in gauging movements of consumer prices and 
to evaluate the principal measure of consumer prices in the 
United States against certain similar measures existing in 
five European countries. 
II. DEVELOPMENT OF INDEX NUMBERS AND PRICE INDEXES 
A measure of consumer prices had to await the develop-
ment of the statistical· device known as an index number. 
Wesley c. Mitchell attributes the invention of this device to 
2 
an Italian, G. R. Carli1 , who, in an early attempt to measure 
the effect of the discovery of America on the purchasing 
power of money, computed the percentage changes in the prices 
of grain, wine, and oil in 1750 from those prices prevailing 
in 1500. Carli added these changes and divided by three. 
This simple and crude index number was constructed in 1764. 
According to Mitchell, it was in England that the 
practical development of index numbers received its greatest 
impetus. 
nThe generation that created the.classical 
political economy was deeply interested in the 
violent price .fluctuations that accompanied the 
Napoleonic wars and the use of an irredeemable 
paper currency from 1797 to 1821. Several attempts 
were made to measure these fluctuations, and in 
1833 G. Poulett Scrope suggested the establishment 
of a 'tabular standard of value' • 
.. Interest in the study of price fluctuations 
lagged somewhat in the forties; but the gr.eat rise 
of prices after the Californianarid Australian 
gold discoveries started fresh investigations. 
w. S. Jevons in England and Adolf Soetbeer in 
Germany gave a powerful impetus to the theoretical 
discussion and the practical computation of index 
numbers. The problem changed somewhat in form but 
received even more attention after 1873, when a 
prolonged fall of prices began. In the sixties 
the chief aim of investigation had been to dis-
cover the relations between the rise of prices and 
the increased production of gold; in the seventies 
and eighties the chief aim was to find the relations 
between the fall of prices and the restrictions 
placed upon the free coinag~ of silver. The 
weightiest theoretical contributions of this period 
were made by Prof. F. Y. Edgeworth, who served as 
1wesley c. Mitchell, The Making and Using of Index 
Numbers, Bulletin 656, u. S. Department of Labor, Bureau of 
Labor Statistics, March 1938, p. 7. · 
secretary of a committee appointed by the British 
Association.for the Advancement of Science 'for 
the purpose of investigating the best methods of 
ascertaining and measuring variations in the 
value of the monetary standard'. 
"The problem of price fluctuations entered upon 
another phase when the world-wide rise of prices 
which began in 1896-97 had been under way for 
s_everal years. After 1900, and more insistently 
after 1910, complaints about the rising cost of 
living became common in all civilized countries. 
Efforts to measure this increase as well as efforts 
to explain it multiplied."2 
Most of the indexes measuring consumer prices were 
initiated in the first wenty years of this century, in 
3 
response to the need for information on the cost of living, a 
question which was aggravated by the severe economic dis-
locations accompanying World War I. In the United States, 
the effect of rising prices and a consequent higher cost of 
living in shipbuilding centers led to the development of the 
first index of consumer prices. The importance·, application 
and interest of the Consumer Price Index has increased with 
the passage of time. 
The countries which we shall consider in this paper 
began measures of consumers' goods prices as follows: Italy, 
1913; Belgium, 1914; ·France, 1914; and the United Kingdom~ 
1914.3 West Germany has a measure of consumer prices 
2 Ibid., pp. 7-8. 
3Foreign and International Labor Information, Labor 
Statistics Series, United States Department of Labor, Bureau 
of Labor Statistics, Washington, July 1954. 
4 
of fairly recent origin since the political and geographical 
changes in this country have been such as to make impossible 
a series of measures extending back beyond the end of World 
War II. It should be emphasized here that these indexes 
differ in the quantity and quality of items and areas covere~ 
but tl}is subject Will be discussed in detail later in this 
paper. 
III. IMPORTANCE AND USES OF CONSUMER PRICE INDEXES 
The uses of the consumer price index type of measure in 
Europe are many. .Although Europeans are not as "statistically 
minded as Americans"4 many of the economic problems exper-
ienced by European countries in the post-war peniod have 
involved price rises which have affected the "cost-o.f-livingu 
and brought much attention to bear on this subject. Conse-
quently, the governments of these countries have had to 
grapple with this problem and invoke various devices for 
adjusting wages to price increases. The basic measures of 
consumer prices used to analyze and gauge the problems of a 
rising "cost of living., in various countries in Europe have 
been, to some extent, the measures we shall consider in 
Chapter III of this paper. 
Specific examples of instances wherein resort to 
4Based on discussions with Leon Antoine Berland of 
Belgian Productivity Team No. TA-32-72 in June 1952. 
5 
consumer price indexes by European governments to meet prob-
lems arising from an increasing "cost of living" are included 
in Appendix A. These examples illustrate that such agencies 
as the National Coal Board in.the United Kingdom are much 
concerned with setting "cost of living allov-rances n in accord-
ance with the movements of the United Kingdom Iterim Index of 
Retail Prices which was revised in June 1947. 
In France, labor union agitation for wage increases, 
based on the "wage-price imbalance"5 caused the fall of the 
French Government in October 1949. It is within the power of 
the French Cabinet to grant wage increases, and in this 
instance failure to recognize the upward pressure on prices 
as reflected in the Index in France by appropriate adjustment 
of wages led to the Cabinet 1 s demise. 
In Belgium, a labor conference in October 1950 agreed 
to press wage demands after December if voluntary efforts by 
government and management failed to reduce prices enough to 
offset a 7 per cent increase in the 11Index Numbers of Retail 
Pricesn in that country. 
In Italy, minimum wage rates paid to certain classes 
of workers are set and:· adjusted by movements in the official 
"cost-of-living index". In Sweden, salaries of government 
5see Notes on Labo.r Abroad No. 12, United States Depart-
ment of Labor, Bureau of Labor Statistics, Washington, 
October 1949, p. 5. 
employees are adjusted by the ucost-of-living index" in that 
country.6 
These uses of measures of consumer prices in various 
European countries illustrate the role of this type of 
statistical measure, its incorporatio·n into legislation and 
its subsequent effect on the incomes of workers under these 
arrangements. 
6 
In the United States, the Consumer Price Index is used 
widely, but unlike many other countries, it is not legislated 
into basic wage laws but rather voluntarily invoked by parties 
interested in a measure of this type for a variety of reasons. 
Each month on the pages of the NEW YORK TIMES, the 
JOURNAL OF COMMERCE, WALL STREET JOURNAL and many other large 
and important papers throughout the United States, an article 
on the movement of consumer prices as measured by the Bureau 
of Labor Statistics' Consumer Price Index of the United 
States may be found. Editors of these papers know this 
measure is of great importance and interest to their readers 
and space is allocated to cover this item. Considering the 
number of items which cross the desks of newspapermen each 
day which cannot be included in their papers because of space 
limitations, this fact also points up sharply the regard for 
the measure held by members of the press. Publication 
~ased on discussi~n with Wendell D. Macdonald, 
Regional Director of the Boston Regional Office of the u. S. 
Bureau of Labor Statistics. 
7 
interest in the measure is not restricted to the regular press 
organs such as newspapers. One will find information on this 
Index included in many trade publications and similar com-
munication media. · 
Budget appropriations authorized by the Congress of 
the United States to the Bureau of Labor Statistics ·to main-
tain and, from time to time, improve this measure further 
attest to its importance. 
These evidences of general importance of the measure 
are by no means an entire picture since the uses of this 
Index are manifold. To economists, the term "realn wages, or 
real income or purchasing power, are familiar terms. The 
Consumer Price Index is often used as a "deflator" of' earnings 
or income to give a better measure of these quantities in 
ureal 11 terms. Also, the Index is used extensively to compute 
npurchasing power" on a particular base period. Further, 
this kind of application has been made by many investment 
companies to demonstrate to prospective investors how pur-
chasing power may vary and particularly in periods of' rising 
prices, as in the entire post-war period, how uequityu may be 
preserved through investing in securities whose prices may 
move upward. 
Economists use this Index series also as a measure of 
price trends, an important tool in economic analysis. Appli-
cations of price indexes to all types of economic value data 
to take out effects of price changes in the data are tech-
niques constantly utilized by economists in their analyses. 
The Consumer Price Index is a measure of price changes for a 
limited area of the price structure, but its use as a 
deflator in appropriate statistical series is extensive. 
8 
Price indexes are also important in legislative and 
related government functions. For example, the effectiveness 
of price control in World War II could.be gauged to a con-
siderable degree by the relative stability of the Consumer 
Price Index during that period. The question of "cost of 
livingtt, which is invariably raised in Congressional debate 
or articles concerning salary scales of government employees, 
usually involves some analysis of the C.P.I.7 
Probably, the most widely known and discussed applica-
tion of the Consumer Price Index is the ncost of living 
escalator clausesn found in collective bargaining agreements 
between unions and management in various industries throughout 
the United States. The movements of this Index vitally 
affect company payrolls by thousands of dollars each year 
where this type of clause is in effect. It follows then that 
this Index is important to millions of workers in the country 
since the size of their pay envelopes is automatically 
7Ruth Benny, nFederal Classified Employees Salary 
Changes, 1951-52", Monthly Labor Review, Vol. 76, No. 9, 
September 1953, United States Department of Labor, Bureau of 
Labor Statistics, p. 960. 
affected through formulas based on the Index. It was esti-
mated by the Bureau of Labor Statistics that approximately 
3,500,000 workers were covered by "cost of living escalator" 
clauses in September 1952.8 
9 
Many arguments are presented by labor unions to support 
a demand for a wage increase among which is the "cost of 
living". Although the Consumer Price Index iS not a measure 
of the cost of living in the real sense, since this is a 
concept of much wider scope and complexity than the Index, 
nevertheless it is used to augment arguments for higher 
wages in contract negotiations. 
nwith rising prices of consumer goods it is 
argued that the worker requires more income to , 
maintain his standard of living and hence his wages 
should be inoreased to affect this decline in pur-
chasing power •••. n "While the Department of Labor 
publishes periodical indexes of the cost of living, 
the data are not always applicable to all cases, 
the indexes are based on some specific assumptions 
and hence are limited in use. They are perhaps more 
in the nature of indicators of the direction in 
which the cost of living is moving rather than an 
absolute measure. 11 9 · 
It is not argued here that the Index is a measure of 
the cost of living. The Bureau of Labor Statistics has done 
8 Harry M. Douty, "The Growth, Status and Implications 
of Wage Escalation", Monthly Labor Review, Vol. 76, No. 2, 
February 1953, United States Department of Labor, Bureau of 
Labor Statistics, p. 126. 
9Richard M. Alt and William c. Bradford, Business 
Economics (Chicago: Richard D. Irwin Inc., 1951) p. 477. 
much to dispel this notion as in the first paragraph of a 
short description of the Index published in 1953. 
"The Consumer Price Index of the Bureau of Labor 
Statistics is a statistical measu~e of changes in 
prices of the goods and services bought by families 
of city wage earners and clerical workers. It 
measures only changes in prices; it tells nothing ~· 
about changes in the kinds and amounts of goods and 
services families buy, or the total amount families 
spend for living, or the differences in living costs 
~~ ~!~;~~:n~h~~=c~!~ts~~~8r indicators are required 
10 
The real situation remains, however, that the Index is 
utilized in collective bargaining both as supporting data for 
the cost of living issue and as the basic indicator utilized 
in escalation clause formulas for wage adjustment in accord-
ance with changes in the cost of living. No other statis-
tical measure has been utilized in collective bargaining to 
this extent. 
Many firms without unionization or collective bar-
gaining agreements also use the Consumer Price Index among 
other factors when considering adjustment of their wage and 
salary schedules. Periodically, these schedules come under 
review and "cost of living" is one of the factors that most 
perspicuous personnel departments would consider in this 
review. 
10The Consumer.Price Index- A Short Description of 
the Index as Revised, 1953, United States Department of 
Labor, Bureau of Labor Statistics, Washington, January 1953, 
P~ 1. . 
• 
11 
The best published summary of the uses of the Consumer 
Price Index is contained in the Report Of The Joint Committee 
On The Economic Report On The Consumer's Price Index Of The 
UnitedStates Bureau Of Labor Statistics. The report states 
in the section concerned with the uses of the Index; 
"While the Index was originally developed for use in 
wage negotiations, other uses for the Index have arisen which 
. . 
could not have been anticipated when the Index was conceived, 
in particular its use as a guide to·general economic policy."ll 
This report is probably the best extensive description 
of the uses made of the Consumer Price Index for the United 
States. 12 
Published in 1949, this report does not indicate the 
later growth in the use of the Index in wage adjustments 
which occurred, particularly after the sharp rise in consumer 
prices in the United States following the outbreak of hostil-
ities in Korea in June 1950. Based on the two events of 
World War II and the Korean incident, the use of the Consumer 
Price Index in wage adjustment provisions under collective 
118oth Congress, 2nd Session. Joint Committee Print. 
The Consumers' Price Index, Report of the Joint Committee On 
The Economic Report On The Consumers' Price Index Of The 
United States Bureau Of Labor Statistics, Printed for the use 
of the Joint Committee on the Economic Report, United States 
Government Printing Office, Washington, 1949, p. 8. 
12contents of the section concerned with the uses of 
the Consumer· Price Index. in the above report are included in 
Appendix B of this paper. 
• 
12 
agreements received great impetus. Both of these events 
involved a tremendous expansion of economic activity·with 
concomitant factors leading inevitably to upward pressure on 
prices. In connection with this point, there seems to be some 
evidence in recent months that the reverse situation now 
prevails involving the dropping of cost of living clausei as, 
for example, the recent negotiations in the Fall River-New 
Bedford, Massachusetts t'extile wage agreements in July 1955 
which set the wage pattern for many cotton and synthetic 
fabric mills throughout New England. Some observers at the 
time felt that prices were relatively stable and from the 
union point of view, little was to be gp.ined by an adamant 
refusal by the union or management's demands to drop the cost 
of living escalator provisions. These provisions were 
eventually dropped, although the Index has subsequently inched 
up slowly. 
IV. COMPARISON AND EVALUATION 
Since the Consumer Price Index for the United States 
is such a Widely used and imp.ortant statistical indicator, it 
is important that a comparison and evaluation of it should be 
made, particularly with reference to similar Indexes elsewhere. 
Information on Consumer Price Indexes or similar 
measures in Europe has become available to a certain extent 
and the Division of Foreign Labor Conditions of the Bureau of 
• 
Labor Statistics has published some information on these 
measures. This is the best information available on this 
subject in the United States and much material on these 
foreign Indexes has been furnished the writer by this 
13 
Division. 
It should be stressed at this point that information 
on these foreign measures similar to our own Consumer Price 
Index is not as plentiful as could be desired. The first 
reason for this is the language and communication difficul-
ties but more important is the lack of funds to publish or 
provide the findings of these foreign agencies in their 
respective countries. This is borne out by the following 
excerpt from the Monthly Labor Review on European statistics. 
"After several years of improvement, however, the 
statistics are still far from completely adequate. 
It is often impossible, for example, to say with any 
exactness ~hat has been the course of real earnings--
how wages and prices have varied in relation to each 
other--within a country. Valid compari·sons between 
countries are out of the question for various 
reasons. In Western Europe, where progress was 
halted during the war and early post-war years, ·it 
has not yet been possible, despite devoted effo~ts~ 
to make up for the time lost. Funds for statistical 
work, as for other programs are insufficient. This 
continuing lack of money may be traced, in part, 
however, to lack of public interest in statistics. 
Statistical agencies of most countries are not 
blessed, like those of the United States, by wide 
public demand for their product. Foreign visitors 
to this country have been impressed by the uses 
made of labor statistics and on their return, have 
urged the education of management and labor in 
their own countries to greater reliance on this 
tool. In some countries, however, a traditional 
distrust, a disinclination to give data to 
• 
officials--is an additional deterrent.«l3 
The above statement points up sharply the obstacles 
against which European statisticians are working. However, 
it should not be inferred that these European statistical 
14 
measures, particularly, those dealing with con_sumer prices 
are distinctly inferior measures. .This is not so. Informa-
tion that will be brought out further in this paper will 
reveal there are some fine and unique features in certain 
European Indexes which may well be worthy of consideration in 
an evaluation of the United States Index. 
Criteria of Techniques and Methodologies 
The techniques and methodology used in the construction 
and maintenance of a Consumer's Price Index are of paramount 
importance in any consideration of the quality of an Index. 
Professor Mitchell writes: 
"This field work is not only fundamental, it is 
also laborious, expensive and perplexing beyond any 
other part of .the whole investigation. Only those 
who have tried to gather from the original sources 
quotations for many commodities over a long series 
of years appreciate the difficulties besetting the 
task. The men who deal with data already published 
are prone to regard all their preliminary work as a 
clerical compilation requiring much industry but 
little skill. To judge from the literature about 
index numbers, one would think that the difficult 
13Marion Hayes, uNew Developments In European Labor 
Statistics", Monthly Labor Review, Vol. 76, No. 5, May 1953, 
United States Department of Labor, Bureau of Labor Statistics, 
p. 490. . 
• 
• 
and important problems concern methods of weighting 
and averaging. But those who are practically con-
·cerned with the whole process of making an index 
number from start to finish rate this office work 
lightly in comparison with the field work of 
getting the original·data."l4 
15 
Disc~ssion of .the importance of data collection tech-
niques and methodology with researchers in the field of 
economics and statist~cs will usually support Mitchell's 
statement .shown above. 
In any index number type of measure which attempts to 
describe quantitatively the movements of a complex economic 
phenomenon such as that which a Consumer's Price Index 
attempts to do, extensive field work for the purpose of 
studying the problem is necessary. When the formulation of 
the Index is completed and. its weighting s:Cheme, sample of 
items, outlets, and-places selected, then the task of collec-
·tion of prices and maintenance of sample reporters or outlets 
in sample p+aces is also an exceedingly large operation and 
is in effect, the very essence of the measure. The most 
careful and intelligent conception, planning and formulation 
of such a type of measure could become worthless and the 
measure deteriorate · if subsequent work in the collection of 
price data was not· carried on in a fashion utilizing the 
highest type of technique~ and methodology . 
14Mitchell, The Making and Using of Index Numbers, 
Bulletin 656, United States Department of Labor, Bureau of 
Labor Statistics, March 1938, p. 25. 
• 
• 
Professor Lewis writes: 
nThe collection of suitable data is an immense 
job. Some of the difficulties of finding accurate 
weighting figures were touched on in section 8.2. 
Price data are more ·easily available but the 
problem here is to get prices which are comparable 
month after month and from city to city--that is, 
to get the amounts of money paid for specified 
items. Even so simple an article as a loaf of 
bread may vary in size. If of two loaves one is 
smaller than the other, the fact that both sell for 
10 cents does not mean that the prices are the same. 
When ·we get into the field of clothing the problem 
of comparability of the priced items is more dif-
ficult. Particular difficulty is involved in the 
case of housing. It is no easy matter to identify 
dwellings which are the same as to facilities, 
healthfulness, pleasantness, etc. 
nThe role of-the field worker who actually 
collects price data is both difficult and arduous. 
He must be on the alert at all times to any dif-
ferences in character in the articles being 
priced--differences which may introduce a large 
element of non-comparability into his figures. 
At the same time 3 the sources of the data are 
spread out, the individual grocery stores, 
clothing establishments, apartment houses, and 
the like. The sheer physical effort involved in 
getting the information is very substantial. 
nBoth in the collection of weighting information 
and price data 3 and in the use of these necessarily 
imperfect figures, the making of an adequate index 
of consumers' prices calls for a high. degree of 
diligence and ingenuity.n15 
I 
16 
Professor waugh writes, "Again it is necessary to em-
phasize the fact that good statistical work is largely 
non-mathematical in character involving the use of good 
l5Edward E. Lewis, Methods Of Statistical Analysis In 
Economics and Business, (Boston: Houghton-Mifrlin Company, 
1953), pp. 351-352. 
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judgment by someone who is thoroughly familiar with the facts 
in his own field as well as with the technical statistical 
procedures.nl6 
Techniques and Methodology ~ Basis For Comparison And 
Evaluation 
The comparison of a cost of living index for one 
country with the index of another for the purposes of com-
paring levels of living or the movements of these measures 
cannot be made in any simple or meaningful fashion. As a 
matter of fact many people in the United Stat~s take the 
several city indexes in the Consumer Price Index of the 
Bureau of Labor Statistics and reason thus: "If the Index for 
Boston, Massachusetts, in October 1955 is 114.5 and for 
Detroit, Michigan, is 116.5, it costs more to live in Detroit 
than in Boston." This is not necessarily so. It is a misuse 
of the index and represents an incomplete understanding of 
what the Index represents. It overlooks the difference in 
composition of the Index in the respective cities, and the 
possibility that the "market basket" in the Boston Index may 
have cost more or less to begin With. It also shows a lack 
of comprehension of the basic question the Index was designed 
to answer, namely the measurement of the movement of prices 
of a representative "market basket" of consumer _goods, not 
l6Albert E. Waugh, Elements of Statistical Method, 
(New York: McGraw-Hill Book Company, 1934), p. 369. 
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the level of the cost of living. In this latter point the· 
question might very well be raised: which level? A luxury 
level, subsistence level, average level, modest, but adequate 
level or what? 
The same mistaken notions also might be applied to 
Indexes existi.ng in various countries, only here the problem 
is far more complex. In a recent report of a committee of 
experts. convened by the Secretary-General of the United 
Nations' jointly with the Internation Labour Office . and the 
United Nations Educational Scientific and Cultural Organize-
tion concerned with international definition and measurement 
of standards and levels of living the committee wrote: 
"exact international comparability in indicators of levels of 
living is not possible i~ the first instance because of the 
differences in the value systems of the various nations and 
cultures as they apply to specific components in the levels 
of livi,ng."17 
, \ 
This report, of course, covers a much wider field in 
scope and the committee recommends that the problem be 
approached through the use of macro-measures such as the 
national income concept. Thus levels of living might be com-
pared by measuring the total value of goods and services 
17Report on International Definition and Measurement 
of Standards and Levels of Living, United Nations Publications, 
New York, Sales No. 1954 IV, 5, p. 19. 
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produced in a country during a given time with those produced 
in. another. However~ even this approach is fraught with dif-
ficulties. In the more rigidly defined area of consumer 
price indexes the difficulties posed by the differing scales 
of values are immense. 
Social and cultural values differ among nations. 
Zimmerman writes: 11But China also has its Taoism which 
counselled attention primarily to the non-material things in 
life. The followers of this cult emphasized primarily the 
less materialistic forms of desire. It is implied that a 
system of living emphasizing material desire excludes atten-
tion to the other values.nl8 By contrast, Bernhard de 
Mandeville in his ·~'Fable of Bees" held that nations were made 
great by attending primarily to the material forms of desire. 
On the other hand, Adam Smith glorified saving as the bas~s 
of national success. 19 
Consumption and budget studies too, have disclosed 
differences in standards and levels of living dictated by 
values of different cultures and societies as for example, 
Engel's theory that "increased incomes of those who have 
suffered material suppression and dissatisfaction are usually 
followed not by approved and reasonable actions, but by an 
18carle c. Zimmerman, Consumption and Standards of 
Living, (New York: D. Van Nostrand Co. 1936), p. 16. 
19Ibid., p. 17. 
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extreme and unbalanced reaction in the direction of lack of 
contro~,u20 implies a volatile element in the scale of values 
which men·may hold as they progress from a relatively poor 
economic level to a rich one. 
On this basis, a comparison of the Consumer Price Index 
of the United St~tes directly with that, for example, of 
Italy would be devoid of meaning. The Indexes measure dif-
ferent· scales of value· dictated by the social, cultural and 
economic factors of the two countries. The same reasoning can 
be applied to the consumer price indexes of all the nations 
considered in this study. This is n?t meant to imply that 
the society or culture of the United States is entirely 
divorced and different from that prevailing in western 
European countries. Certainly there is much in the culture 
of the American people that can be traced to European origins, 
but recognition must be made of the fact that there are value 
differences that work strongly against any direct comparison 
of the Indexes with respect to the phenomena they measure, but 
not the techniques and methodologies they utilize which are 
practical areas for comparison and evaluation. 
Thus, it is proposed to examine in this paper the 
development, construction, publication and maintenance of 
each of these measures of consumer prices, in effect the 
20 6 Ibid., p. 37 · 
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technical essence and quality of such an Index. From this 
examination, certain comparisons and conclusions regarding 
the quality of the Consumer Price Index tor the United States 
may be drawn. 
V. PLAN OF REMAINDER OF THESIS 
It is planned in this paper to discuss the United 
States Consumer Price Index published by the Bureau of Labor 
Statistics with regard to its publication and availability 
and to an examination of the area the Index measures. This 
latter point will mean a definition of the economic units 
and certain characteristics of these units, as well as some 
examination of the geographic coverage of the Index. It is 
then planned to discuss briefly the index number formula 
used in this measure, earlier qualities of the Index such as 
expenditure studies used in developing weighting diagrams, 
the Index series, and more extensively the quality of the 
expenditure study supporting the present Index. 
Tn addition, this study will examine price collection 
techniques used in data collection for the Index which is a 
vital factor influencing the quality of this measure. When 
this has been done, attention will be turned to the European 
measures to be considered and they will be examined in like 
manner. 
It should be re-emphasized, however, that information 
• 
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on these latter Indexes is not as extensive or accessible as 
that for the Consumer Price Index of the Bureau of Labor 
Statistics. Much information is available on the foreign 
Indexes through the Division of Foreign Labor Conditions of 
the Bureau of Labor Statistics and this information Will be 
utilized. 
After careful considerat~on of the Indexes a comparison 
of the Consumer Price Index for the United States will be 
made with reference to the techniques and methodology of 
these foreign Indexes. If the United States Index is superior 
in all respects to these European measures then this extremely 
important point will be recognized. However, if there are 
certain aspects of any of the foreign Indexes which are 
superior to the Consumer Price Index of the United States 
then those areas which by comparison with the United States 
measure are superior Will be noted and proposals for improve-
ment of the United States Index will be incorporated in the 
final section. 
It will be seen as the next two chapters unfold, that 
certain desirable features in a measure of consumer prices 
will become apparent. These features will constitute the 
basic criteria against which we may measure the Consumer Price 
Index for the United States as developed and ~ublished by 
the United States Bureau of Labor Statistics. 
• 
• 
CHAPTER II 
THE CONSUMER PRICE INDEX FOR THE UNITED STATES 
I. TITLE OF MEASURE AND ORIGINATING AGENCY 
The official title of the principal measure of con-
sumer prices in the United States is the Consumer Price 
Index and it is developed and published by the Bureau of 
Labor Statistics of the United States Department of Labor. 
This is an agency of the Federal government. 
II. PUBLICATION FACTS 
The Consumer Price Index is published on a monthly 
basis and is released usually between the 20th and 25th day 
of the month fo+lowing that month in which prices were 
collected and for which the Index is applicable. Since the 
Index is widely used in collective bargaining escalator 
clauses, release of the Index is made to a press conference, 
usually attended by representatives of the "wire service 11 
such as the uAssociated Pressn, "United Pressn, etc., for 
general and immediate publication. Thus the Index becomes 
available almost immediately at its release time which is 
usually at 11:00 A. M. Eastern Standard Time on some date 
between the 20th and 25th day of the month. After I,'elease, 
copies of the Index, consisting of a brief narrative report 
explaining some of the detail influencing its movement during 
• 
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the month, together With extensive tables, are mailed to a 
large and varied mailing list. This mailing list service is 
maintained by the Bureau of Labor Statistics on a free basis, 
recipients merely being required to request this service from 
the Bureau. In addition it is possible for a user of the 
Index to receive it by ncollectn wire service if he desires 
to receive the Index immediately upon release. Otherwise, he 
will receive a copy of the monthly publication through the 
mail within a few days after its release. Principal release 
of the Index each month is made by the Bureau of Labor 
Statistics in Washington, D. C.·, although simultaneous 
release of this information is also made through the Bureau's 
five regional offices in Atlanta, Georgia; Boston, Massachu-
setts; Chicago, Illinois; New York, New York and San 
Francisco, California. 
III. BASE PERIOD 
The Consumer Price Index currently uses the base 
period of 1947-49 = 100. "The Index base period was changed 
from 1935-39 to 1947-49 on the advice of the American 
Statistical Association and the Division of Statistical 
Standards of the United States Bureau of the Budget. These 
were relatively normal postwar years when price controls on 
• 
most commodities were. not in effect.n21 This base period 
apparently conforms to good statistical practice since the 
qualities emphasized in several statistical texts regarding 
base periods are incorporated. 
"A month is unquestionably too short a period to 
use as a base period since any one month is likely 
to be unusual on account of accidental or seasonal 
influence. A year, however, is often used. Before 
the World War, 1913 was the base of the United 
States Bureau of Labor Statistics index of whole-
sale prices; but more recently it has been shifted 
to 1926. At the time the shift was made, it was 
the consensus of opinion that the post-war prices 
would stabilize themselves at about the 1926 level. 
Consequently this year was looked upon as a good 
year to use as a basis for comparison. However, it 
is probabl~ that no one year is sufficiently 
'normal' to be a good basis of comparison. Business 
and prices are always advancing or receding with 
the business cycle. Though not so specificA an 
average of several years is a better base."~2 
25 
The Consumer Price Index of the United States, using 
the base period of average prices for 1947-49 obviously uses 
a period long enough to conform with good statistical 
practice. 
Further comment on considerations regarding a good 
base period are furnished by Professor Waugh who writes: 
"In addition to choosing a base period which is 
'normal' there are some advantages in choosing a 
base period which is not too distant. If we are 
21Retail Prices Of Food 1953-54, Bulletin 1183, United 
States Department of Labor, Bureau of Labor Statistics, June 
1955, p. 28. 
22Frederick E. Croxton and Dudley J. Cowden, Applied 
General Statistics, (New York: Prentice-Hall, Inc., 1949), 
p. 585. 
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interested primarily in present-day prices, there 
are some disadvantages in comparing always with 
the prices of 1890 or 1913. Here the base is so 
far removed that there is no·reason at all for 
considering the prices of that time as 'normal' 
prices for the present. Moreover, even without 
any general movement of prices up or down, the 
scatter which would occur in the qriginal prices 
by pure chance variation would ultimately be-
come so great that the type bias would make itself 
felt strongly. Hence, one takes, usually, as a 
base period a 'normal' period of the recent past. 
"In addition there are advantages in taking 
as a base period some period which is· commonly 
used by others who are comparing index numbers, 
so that your results may be compared easily with 
theirs. n23 
26 
This statement by Professor Waugh covers the addition-
al qualities which should be considered in the selection and 
adoption of a base period. 
In summary then, regarding the base period question, 
the Index base period and techniques utilized seem to conform 
to good statistical standards of (1) Sufficient length of 
time is used for the base period; (2) The period selected is 
fairly recent and "normal"; ( 3) This base peri,od is utilized 
by several other major economic series affording easy and 
convenient comparison b~:t;ween them. 
some further consideration can be devoted to the 
"normaln since it may be argued that normalcy is question of 
some sort of chimera which economists and statisticians are 
23Albert E. Waugh, Elements of Statistical Method, 
(New York: McGraw-Hill Book Company, 1934), PP· 364-365. · 
• 
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continually searching for. The question as to what is a 
normal time period is, of course, a moot point, and some 
elements of an arbitrary selection are involved in fixing the 
· base period at 1947-49. As stated earlier these were regarded 
as normal post-war years when price controls were no longer 
in effect but more important, they were years which are 
generally regarded as not being suff'iciently "abnormal" as to 
preclude their being considered nnormal". They make a con-
venient reference point the ultimate use of any base period, 
and in the entire ten years subsequent to World War II with 
its concomitant economic dislocations, the years 1947-49 may 
be considered as probably the most "normal" we have experi~ 
enced. 
IV. DEFINITION OF POPULATION AND AREAS 
COVERED BY THE INDEX 
"Although the official title of the principal 
measure of consumer prices in the U. S. is the 
Consumer Price Index, published by the Bureau 
of Labor Statistics, the complete name for it is: 
'Index of Change in Prices of Goods and Services 
Purchased by City Wage-Earner and Clerical-
Worker Families to Maintain Their Level of 
Living.' This long title cpntains the key to 
the meaning of the index."24 
The Bureau of Labor Statistics has gone to some 
24The consumer Price Index - A Short Description of 
the Index as Revised, 1953, United States Department of 
Labor, Bureau of Labor Statistics, Washington, January 1953, 
p. 1. 
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lengths to emphasize the fact that the Index measures price 
changes and not levels of living. The Index is concerned 
directly and defin~tely With price changes of items usually 
purchased by wage earner and clerical worker families living 
in urban places throughout the United States. There were in 
1950 a total of 38,310,980 families in the nation and of this 
total 25,373,215 lived in urban places. 25 Not all of these 
28 
families were urban wage earner or clerical worker families 
and certain income limits were placed by the Bureau of Labor 
Statistics on the scope of the Index. Its coverage, ·neverthe-
less, is extensive as the following quotation shows: 
"The 'market basket' of goods and services priced 
for the index is representative of the goods and 
services bought by urban wage-earner and clerical-
worker families. These are families of two or more 
persons living in the 3000 towns, cities and suburbs 
of the United States, ranging in population from . 
small cities of 2500 people to New York City. The 
heads of these families are wage earners or salaried 
clerical workers, including craftsmen, facto~y 
workers, laborers, clerks, sales and service workers 
(except domestic service workers). Many of the 
families have two or more wage or salary workers; 
as a result average family incomes are higher than 
average indfvidual earnings. (But families with 
incomes of $10,000 after taxes in 1950 were ex- . 
. eluded.) The average size in 1952 of the famil1es 
included in the index was estimated to be about 3._3 
25seventeenth census of the United States: 195? d 
Characteristics of the Population, Vol. II, part I,tUnlte 
States Bureau of the Census, (Washington: Governmen 
Printing Office, 1952), p. I-104, table 57. 
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persons, and their average family income was estimated 
at about $4160 after taxes. These families represent 
about 64 percent of all people living in urban places 
and about 40 percent of the total U~ s. population . 
"The 'index market basket' is an estimate of the 
goods and services bought by this group of the popu-
lation in 1952 to use, replace and add·to their 
possessions, to keep up their 1952 level of living. 
Wage-earner, clerical-worker families are 'moderate-
income' families; thus, the 'index market basket' 
does not reflect purchases of families at the lowest 
and highest extremes of the iucome scale, who live at 
different levels of living.«2b 
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This information sharply delineates the economic units 
included in the geographic coverage of the Index. It is thus 
a comprehensive measure of the price movements of a represent-
ative "market basket" of goods and services bought by urban 
wage earner and clerical worker families with total yearly 
incomes after taxes of less than $10;000. This property of 
the Index is extremely important to understand if one is to 
interpret and utilize it correctly. 
V. INDEX FORMuLA 
The Index formula is a weighted aggregate type, .using 
the Laspeyres formula of fixed 
The formula is expressed thus: 
weights in the base period. 
plqo 
I = ~ where Po and q0 are Poqo 
price and quantity respectively in the base period and pl is 
26The Consumer Price Index - A Short Description of 
the Index as Revised, 1953, United States Department of Labor, 
Bureau of Labor Statistics, Washington, January 1953, p. 1. 
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the price for some subsequent period. · As the Index is pub-
lished now the base period is taken as the average prevailing 
price of each item included in the index during 1947 through 
1949 Weighted in accordance with the importance of each of 
these items disclosed in the large scale expenditure study 
conducted by the Bureau of Labor Statistics in 1951 of con-
sumer income, expenditures, and savings patterns in 1950 
adjusted to the 1952 l"evel. Thus, each of the approximately 
300 items included in the Index has a fixed weight resulting 
from its importance in the expenditure survey and it is 
against base period prices for each of these items multiplied 
by this fixed weight that current items also multiplied by 
this same fixed weight are divid~d to produce the index 
relative. 
Fixed base weights such as are utilized in the 
Laspeyres type formula raise certain important problems in an 
Index of this type. Most significant is the fact that 
expenditure patterns do change as the economic environment 
changes. This point Will become quite apparent in the next 
chapter subdivision on consumer expenditure studies. 
VI. CONSUMER EXPENDITURE STUDIES OF 
BUREAU OF LABOR STATISTICS 
Expenditures studies are basic to any Index of this 
type which purports to measure changes in consumer prices. As 
• 
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pointed out in the preceding material on the "fixed base" 
type of formula 3 the expenditure patterns are utilized to 
weight the items in the Index. This weighting scheme is 
invoked in order that the Index will properly reflect the 
movements of the goods and services consumers buy in accord-
ance with their importance in consumer expenditures and thus, 
more truly be a measure of consumer prices. It is therefore 
important from a qualitative standpoint that an index Of 
this type be supported by a good·expenditure survey. 
History of Consumer Expenditure Studies 
The United States Bureau of Labor Statistics has made 
studies of the expenditures patterns of workers' families in 
the United States at infrequent intervals of time over the 
past 70 years. 
The first of such studies was undertaken in 1888-90 
covering workers in the textile, iron and steel, and glass 
industries throughout the United States. Results of these 
surveys, covering in certain industries as many as 5,000 
workers' families, were included in the Annual Reports of 
the United States Commissioner of Labor for 1890 and 1891. 
The findings of these earliest studies were not incorporated 
into any measure of consumer prices since the problem of 
weighting an index number type of measure was still unresolved. 
In 1901-02 extensive surveys of the expenditure habits 
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of more than 22~000 worker's families were conducted by the 
Bureau of Labor Statistics in the largest industrial centers 
in 32 states throughout the country. Much was learned from 
these surveys regarding food buying habits of families 
studied, and the results of these surveys were utilized in 
constructing the first retail food price indexes_published by 
the Bureau in 1903. This first measure of a limited area of 
consumer prices was published on a city basis only. During 
World War I, the shipbuilding industry in the United States 
was greatly expanded in order to meet the problems of trans-
porting food, munitions and troops to Europe and to overcome 
the effects of destruction of Allied shipping by,German 
submarine warfare. With the expansion of this industry, 
workers in certain shipbuilding centers experienced sharp 
increases in prices for all types of consumer goods and 
services and this condition tended to increase wage demands, 
and make more difficult recruitment of additional workers in 
these areas. 
It was the opinion of the National War Labor Board 
that some measure of the rising cost of living in these ship~ 
building centers was necessary in order to cope with this 
problem, and from this emergency situation work was begun on 
the first Consumer Price Index or the "cost of Living Index" 
as it was then known. 
It was necessary to conduct a new survey of consumer 
• 
33 
expendit.ures at this time. Economic conditions had changed 
significantly since the last survey of this type sixteen years 
earlier and consumer expenditure patterns were apparently 
considerably different. Accordingly, a new large scale survey 
of the buying habits of consumers was undertaken during 1917-
19. This survey covered over 12,000 workers' families in 92 
industrial centers throughout the United States. Results of 
this survey provided the basic data incorporated into the 
Consumer Price Indexes for 32 cities, first published in 1919. 
The overall national Index was first published in 1921, 
having been worked back to 1913 through back pricing of the 
various commodities included in this measure in order to form 
a continuous Index series over this period of time. Later two 
more cities were added to the list of those for which Indexes 
were available and on which the national Consumer Price 
Index was based bringing the total city coverage of the 
measure to 34. 
Small scale surveys of family buying habits were con-
ducted by the Bureau of Labor Statistics during the decade of 
the twenties. Expenditure studies of Federal employees' 
families were conducted in five cities during 1927-28. An-
other survey was made of the buying habits of Ford Motor 
Company employees in Detroit, Michigan during 1930. In 1933 
under congressional investigation of Federal pay scales an-
other survey of expenditures by families of Federal employees 
• 
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in Washington, D. c. was conducted. 
At the request of several members of the President's 
Cabinet· in 1933, a special committee appointed by the 
American Statistical Association undertook a review and 
appraisal of the Consumer Price Index with the purpose of 
making recommendations for its improvement. Included in the 
findings of this committee was the suggestion that another 
family expenditure survey be made for the purpose of revising 
the weighting pattern then in use by the Bureau of Labor 
Statistics in its Index. 
The Bureau undertook this survey during 1934-36, 
covering 14,469 families in 42 cities throughout the United 
States. Each of the cities included in this sur~ey had a 
population of more than 50,000. Th:ts survey disclosed 
significant changes in the type and qua~ity.of items pur-
chased and family buying habits by compariso'n with the results 
of the earlier surveys. 
It was not until 1940, however, that the results of 
this latest survey were incorporated into a full scale revi-
sion of the Consumer Price Index. At that time, the base 
period was changed to 1935-39, the new Index was linked to 
the earlier series, and it was the opinion of the Bureau of 
Labor Statistics that the new Index series was much improved 
and a more accurate measure than its predecessor. 
With the severe economic dislocations accompanying 
• 
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World War II and the upward pressure which the war placed on 
the price structure the Bureau's Cost of Living Index as it 
was then known became a most important economic measure, and 
the Bureau became the statistical agency in 1940 of the 
National Defense Advisory Commission, in the field of prices 
and later for the Office of Price Administration. 
With shortages of certain consumer it.ems and quality 
changes· dictated by the necessity of devoting much of the 
nation'S productive capacity t'o the war effort, it became nee-
essary to change many of the goods priced and their weights 
in the Index. This was done, but quality changes for goods 
and services and the difficulties imposed by the existence of 
"black markets" for certain goods presented severe obstacles 
to the Bureau's staff in the maintenance of the quality of 
the Index. 
The Consumer Price Index was subject to much adverse 
critici~m during this period, particularly by labor organiza-
tions, despite the fact that a special committee of the 
American Statistical Association had reported that the Index 
was an adequate measure of consumer prices. Under these cir-
cumstances, it was fortunate that revision and modernization 
of this measure through extensive field surveys of family 
buying habits had been accomplished in the year preceding the 
entry of the United States into World War II. A summary of 
developments during this period is included in Appendix C of 
. .., 
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this paper. 
In 1944 the Bureau of Labor Statistics was directed by 
the Labor-Federal Security Subcommittee of the Congress to 
continue surveying buying habits of urban families each year 
to subs.tantiate the validity of the consumer Price Index. 
Although originally directed to survey six cities each year_, 
the Bureau of Labor Statistics, due to budget reductions, 
found it necessary to reduce to three the number of cities in 
wnich family expenditures were surveyed annually. Even this 
diminished number of cities surveyed·in the annual program of 
the Bureau was difficult to maintain and in the entire four 
year period.l946-1949, a total of ten cities were surveyed. 
These surveys proved, however, that goods.and services 
being bought by families in the post World War II period were 
substantially different in many important respects from the 
market basket established by the expenditure studies of 
' 
1934.-36. Among the findings of these studies were the 
following: 
"Compared with the mid-1930's families use less 
butter and more margarine; and less flour and bread_, 
and more ready-to-eat cereals, cakes and pies, more 
ice cream, soft drinks, fresh fruits_, and canned 
fruit juices. Frozen foods have become commonplace; 
ice and ice boxes have given way to mechanical 
refrigeration; television s'ets are owned by almost 
every third family in cities which have well 
established transmitting facilities. City families 
spend a greater proportion of their income for 
automobile transportation, medical and personal 
care_, recreation and other less urgent needs than 
formerly; a somewhat smaller part of the ,total 
• 
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goes for food_, housing and clothing."27 
With such changes in consumers~ buying habits_, it was 
quite apparent that considerable revision and modernization 
of the weigh~i~g pattern for the Consumer Price Index was 
absolutely essential if the measure was to be valid and 
meaningful. 
In June of 1949 the Congress of the United States 
authorized an appropriation to revise and modernize the 
Consumer Price Index. The revision undertaken_, extended over 
a period of 3-1/2 years and cul~inated in the publication of 
the revised Index in January 1953. 
Techniques Utilized in Earlier Surveys of Consumer Expendi-
tures 
The techniques utilized in studying the patterns of 
consumer expenditures are of vital importance since the 
results of such studies are utilized for the weights assigned 
to various items in the measure. 
The importance of the weighting diagram of a consumer 
price index ean scarcely be overemphasized. No index number 
type of measure combining more than one factor in its compo-
sition is any better than the rationale or method used in 
27~eehnical Note - Consumer Expenditure Study_, 1950: 
Field Methods and· Purposes", Monthly Labor Review_, Vol. 72_, 
No. 1, January 1951, United States Department of Labor_, 
Bureau of Labor Stat~stics, p~ 56. 
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weighting these factors to properly reflect movements of the 
phenomenon it measures. It is the essence of a measure that 
covers such a complex field as consumer prices. Some reflec-
tion on the problem coupled with a little observation should 
make this point quite obvious. For example, consumers do not 
usually spend as much of their money on reading and recrea-
tion as they do on food. Any measure of the movement of 
consumer prices must account for this difference in the 
importance of expenditures. If reading and recreation had 
the same weight as food the movement of the Index would be 
unduly affected by the former group and would in effect be 
meaningless, merely a statistical curio, of which unfortun-
ately, there have been too many. It is therefore extremely 
important that the expenditure study supporting the weighting 
pattern in the Index be of the highest quality. 
The earlier expenditure· surveys did not utilize a 
random stratified sample technique such as was used in· the 
1951 expenditure study supporting the present Index. Good 
probability sampling technique and practice is a fairly 
recent development which received considerable impetus during 
the 1930's in governmen~ statistical research. 
Families to be surveyed in the 1917-19 expenditure 
studies were selected from employers·r lists o~ employees, 
which included names and addresses of workers in the 92 
industrial centers under consideration. A total of 12,046 
• 
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wage earners families were included in this survey • 
. Data were collected £or approximately 600 different 
grades or descriptions of goods and services consumed in a 
year by the workers' families surveyed. Collection of the 
information was made through personal interview technique. 
39 
The 1934-36 survey utilized the same techniques of 
family selection and covered 14~469 workers' families living 
in 42 cities With populations of over 50~000. Information 
was collected through the personal interview technique 
supplemented by check interviews by supervisors or selected 
agents to verify the accuracy of the data.28 
Although sampling technique was in a relatively un-
developed state at the time of the 1917-19 and 1934-36 survey,s~ 
it is significant that data collection was made through the 
personal interview technique. These earlier surveys both 
covered family expenditures for various items over a period 
of a year. 
Expenditure Survey Techniques Supporting Current Index 
The techniques utilized in the·study of family buying 
habits which are the basis of the weighting diagram in the 
Consumer Price Index at pr.esent appear to be of a high 
statistical and technical quality . 
28see Money Disbursements of Wage Earners and Clerical 
Workers 1934-36 Summary Volume, Bulletin 638~ United States 
Department of Labor~ Bureau of Labor Statistics, 1941~ 
Appendix c, p. 362. 
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"In drawing the sample for the present survey 
great care was taken to insure proper geographic 
coverage of cities and within cities, a good cross 
·section of the population. All· cities with popula-
tion 1,000,000 and above were taken into the sampla 
Cities below 1,000,000 were ranked by size and 
classified according to their climate, population 
density, and the general income level of the com-
munity. Very small cities were further classified 
by a measure of their distance from important 
market centers. Within each classificat.ion group, 
cities were selected at random"29 . 
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:This selection of the cities in which families were to 
be surveyed utilized random stratified sampling technique. 
This is an efficient and valid way to develop a reliable and 
representative picture of certain attributes of a population 
without. the necessity of surveying the entire population.30 
Regarding the selection of families, the following 
techniq~es were employed: 
''In each city, families and single consumers to 
be interviewed were drawn at random from lists of 
addresses provided by BLS dwelling unit surveys for 
the large cities, and ~Y the Bureau of the Census 
for small towns for which dwelling unit surveys 
were. not available. Addresses in the lists were 
arranged by their location in the city, by race of 
occupant, by tenure of occupant (owner or renter) 
by rent paid (for tenant); and by the number of 
persons in the dwelling and the income class · 
29"Technical Note - Consumer Expenditure Study, 1950: 
Field Methods and Purposesn, Monthly Labor Review, Vol. 72, 
No. l, January 1951, United States Department of Labor, 
Bureau of Labor Statistics, p. 57~ 
30see John G. Peatman, Deacriptive and Sampling 
Statistios, (New York: Harper and Brothers, 1947), PP· 299-
312. 
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of the occupants, to the extent that such informa-
tion was available. In drawing the sample units, 
the distribution of these characteristics (race, 
tenure, rent, etc.) in the total population of the 
city was duplicated in the sample. 11 31 . 
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It can be seen from this de.scription of the technique 
involved in selecting the families that random stratified 
sampli~g was again invoked. 
"Stratified-random samples are thus a device for 
increasing the accuracy of a single random sample 
of a universe. For a given research budget, the 
researcher;can obtain more adequate results; or 
for a given size of sample, he can get more informa-
tion at the same per capita cost.n32 
Considering the magnitude and comprehensive nature of 
the Consumers' Price Index, it would appear that every attempt 
was made to maximize the results from the resources allocat~d 
to this survey of consumer expenditures. 
The actual collection of data in this· survey was con-
ducted on a personal interview basis, With the families 
selected being interviewed regarding their composition and 
living arrangements, and very comprehensive and detailed 
· information on their income, expenditures and savings during 
1950. 
As in all field collection t.echniques, it was necessary 
to carefully train investigators to call on families and ftnd 
3l"Technical Note - Consumer Expenditure Study, 1950: 
Field Methods and Purposes", op. cit., p. 58. 
32PeatJ11an.l .. ibid u p. 310. 
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out how they spent their money in 1950; the type, quality and 
quantity of goods and services purchased and where purchased • 
It was necessary to assure families who were asked to provide 
this data, that all information would be held in strictest 
confidence. In fact, the name of the family was never 
recorded, only the address of the dwelling unit occupied at 
the time of contact was entered on the questionnaire. This 
technique was quite successful since the rate of refusal to 
provide information was less than ten per cent of all families 
contacted. In all, 12,500 complete reports were gathered. 
"In the course of obtaining the necessary informa-
tion, the interviewer recorded the number of people 
in the family, their ages, and their relation to the 
head of the family. Then came the task of recording 
in detail the expenditures, income, and changes in 
savings for the year. The basic form used to report 
expenditures was a long list designed to be a reminder 
of purchases. Only a few families have complete, 
regular records, but most families have around the 
house many records of one kind or another to which 
they can refer. The withholding tax receipt which 
each employee gets from his.employer, for example, is 
one such record. There are bills from the utilities, 
and from the department stores, and checkbooks, and 
other documents which help families to reconstruct 
the record of their expenditures. 
"Then, as the final part of the information 
obtained from the families, the Bureau secured a 
detailed list of the foods and household supplies 
purchased during a .2-week period; this period was 
short because it would be impossible for a family 
to reconstruct details of the amount of money they 
spent on particular foods over a whole year. The 
Bureau uses this detailed information on food pur-
chases to estimate annual·expenditures for food. 
"Expenditures reported were totaled and balanced 
( 
• 
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against incomes and savings to test the accuracy of 
the report."33 · 
Strict control of the-data collection process was 
maintained by the Bureau of Labor Statistics. Th.is is essen ... · 
tial if the quality of the data collected is to be of a high 
order. Field work on the collection of information relative 
to consumer expenditure patterns commenced in January 1951, 
with central control and direction maintained by the Bureau 
of Labor Statistics from its Washington office through its 
five regional offices. 
Work in each of the cities surveyed was the direct 
responsibility of a survey supervisor, who was carefully 
trained for the purpose. Supervisory training involved a 
five week course covering such subjects as the purpose, prob-
lems and techniques of the ~tudy together with training in 
interviewing and editing methods to be utilized. Seventy-
five survey supervisors were assigned to this work. 
At the end of the training period, each supervisor was 
assigned a large city (or two br three cities in the case of 
small cities where the number of contacts were few) for which 
he was to be responsible. The number of contacts assigned 
3382nd Congress, 1st Session, House of Representatives, 
Subcommittee Report No. 2, Consumers' Price Index, Report of 
a Special Subcommittee of the Committee on Education and 
Labor pursuant to H. Res. 73, United States Government 
Printing Office, Washington, 1951, p. 31. 
• 
• 
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to eachi supervisor ranged between 65 and 250, although in 
large c~ties such as New York where the number of families to 
be contacted exceeded 250, more than one supervisor was 
assigneP,. 
Functions of these supervisors covered (1) recruiting 
and tra~ning interviewers; (2) directing the collection work, 
and (3): checking and editing the schedules before these were 
sent on to Washington. 
The supervisors then hired field investigators who 
I 
were tr~ined for a period of six days on interviewing and data 
collection techniques, at the end of which time they were 
assigned a ·list of addresses of families to be contacted in 
this st~dy. With the elaborate and careful sampling tech-
niques already utilized in setting up the families to be 
• ! 
surveyef, it was important to follow this up with careful 
training and control of the actual data collection process. 
From this careful and exhaustive field work, the 
information obtained could be regarded as a reliable and 
representative picture of the family buying patterns of the 
universe of families the Index purports to cover. 
Commentf:! On Techniques And Methodologies Utilized In Latest 
Study 
In summary, it appears that the best techniques and 
methodo~ogy in the collection of this data were invoked 
' including a careful definition and study of the universe, 
i 
strati:Cication of this universe and observance of the rules 
' 
' 
of random sampling, thorough and rigorous training of 
' 
investi'gators, and adequate control of field operations. 
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Tribute was paid to the Bureau of Labor Statistics staff and 
I 
the sta'tistical techniques utilized in conducting the expend-
itures ,studies by Dudley Cowden, Professor of Economic 
i 
Statist1ics at the University of North Carolina and Bruce D. 
I 
Mudgett!, Professor of Economics and Statistics at the 
Uni vers:i ty of Minnes o.ta. Both of these men appeared before 
the Subcommittee of the House Committee·on Education and 
' 
Labor tio testify on the Index. These men were members of the 
i Technic:al Advisory Committee of the American Statistical 
Associa~ion at the time and both expressed the opinion that· 
I 
the sta:'tistical techniques and methodology in the expendi-
tures s~udy were of the highest order.34 On the basis of 
this te;stimony as well as the extensive information supplied 
by the eureau of Labor Statistics on these techniques it 
i 
would appear safe to infer that the results of the expendi-
tures s~rvey are as representative and valid. of the spending 
I 
patterns of the universe of econ·omic units they were designed 
to measure as modern sampling techniques and the resources 
3482nd Congress, 2nd Session, House Document 404, 
Consumers 1 Price Index, Hearings before a Subcommittee of the 
Committee on Education and Labor pursuant to H. Res. 73, 
United States Government Printing Office, Washington, 1952, 
pp. 91-109 and pp. 180-184. 
• 
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available to the Bureau of Labor Statistics could make them. 
VII. INDEX SERIES 
Historical Properties Of Series 
The Consumer Price Index series is available from 1913 
forward by month~ As stated earlier in this paper the initia-
tion of the Index was made during World War I when the Bureau 
of Labor Statistics began collecting price information in 18 
shipbuilding centers. 
nRetail prices for dates prior to the first collection 
in 1918, were obtained from retailers' records.n35 These 
~rices were collected for December of each year from 1913 
through 1918. It should be pointed out that the items 
"back priced" in this fashion were not retail food items as 
these were already collected and published regularly by the 
Bureau from 1901 forward, with the exception of the years 
1907-1910. The studies, begun in 1917 were gradually ex-. 
tended to other large cities throughout the United States and 
publication of the Index commenced regularly in 1919, with 
prices for items other than food being collected.in June and 
December of each uear with variations in this pattern of price 
collection to three and four times a year during certain years 
in accordance with resources available to the Bureau of Labor 
35Average Retail Prices, Bulletin 1182, United States 
Department of Labor, Bureau of Labor Statistics, June 1955, 
p. 94. 
• 
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Statistics. The series is available for each month with 
indexes for interim months, when only food prices were avail-
able, based on estimates of an even rate of change in prices 
for other commodities and services between the datesibr which 
prices were collected. 
Linking and Continuity of the Consumer Pric.e Index Series 
The Consumer Price Index series is a linked and 
continuous series. This is not meant to imply, certainly, 
that the weighting pattern has remained unchanged. It has 
been changed, and also individual items have been dropped and 
added as consumers have shifted preferences and habits, but 
this type of minor revision (adding or dropping a commodity 
or making a specification change) has been handled in such a 
way as not to seriously a~fect the measure nor to distort it 
significantly. This technique is described best by the 
following statement: 
"When an article can no longer be priced a sub-
stitution is made (1) of another article which-is 
adequately described by the same specification, or 
(2) of an article serving the same purpose but 
described by a different specification. In the 
first type the price of the original article in 
one period is compared directly with the price of 
the substitute article in the next period, and any 
difference in price between the original and sub-
stitute article is shown as a price change in the 
index calculation. In the second type, pri~es of 
the original article in the preceding period and 
the current period are compared for the current 
relative, and prices of the substitute article in 
the current period and the succeeding period are 
• 
• 
compared for the follo~ing month's relative so that 
any.differential in price which is due to differ-
ences in quality is not reflected in the movement 
of the index. This is known·as a linking process.n36 
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Generally speaking, a similar technique is used when 
the entire weighting pattern is changed as during a major 
revision of which there have been two since 1918, in 1934-36 
and again in 1952. The series are .officially linked. This 
means that the groups, insofar as possible are set equal, as 
for example, the new food group may be arbitrarily set at 
113, th~ level of the old food group at the time this old 
group is dropped. Subsequent movements of prices are measured 
from this starting point. This does not mean that the old 
and revised series are the same, but it does mean that the 
best available statistical methods of keeping a series con-
tinuous have been invoked. The only other alternative would 
be to have discrete, discontinuous series which, from the 
point of view of trend analysis would leave much to be 
desired, and from the·economis~s point of view, trend is a 
most _important property of any statistical series.37 
36Techniques. of Preparing Major BLS Statistical Serie~, 
Bull~tin 1168, United States Department of Labor, Bureau.of 
Labor Statistics, December 1954, pp. 68-69. 
37This linking technique and the-importance of series 
continuity was discussed by Mr. Edward Hollander then Chief 
of the Bureau of Labor Statistics' Division of Prices and 
Cost of Livin'g at a seminar at Harvard University in February 
·1953 which the writer attended and noted. 
.. 
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VIII, COMPARISON OF SOME CHARACTERISTICS OF 
EARLIER AND LATER INDEXES 
Items Priced . 
' 
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In the original Index as it was developed in 1919~ the 
number of goods_ and services included in it totalled 165. 
With extensive revision in the period 1935-39~ the number of 
items was increased in 1935 to 202 and subsequently adjusted 
to 198 in 1939.38 In the revised series~ as presently 
published~ the number of items priced approximates 300. 
Expenditure Surveys 
As has been seen in the previous discussion~ the ex-
penditure surveys of the present Index reflect the consump-
tion habits of all wage earner and clerical worker families 
in all sizes of cities throughout the United States. As 
formerly published~ the Index measured changes in the market 
basket for this group of consumers in large cities only 
throughout the United States. The pres'ent Index represents 
price changes affecting a larger segment of the population. 
Changing Expenditure Patterns Revealed-By Surveys 
Of considerable interest and i-nformation along this 
38changes in Cost of Living in the United States~ 
1913-41~ Bulletin No. 699~ United States Department of Labor~ 
Bureau of Labor Stat+stics~ August 1941, p. 15. 
50 
line ib the following table showing expenditure patterns 
developed for the 1935-39 period and 1952, the period of the 
latest: revision: 
Petcent of Expenditures on Goods and Services of 
;Different Types, Wage and Clerical-Worker 
• Families39 
Food 
Expenditure Group 
ALL ITEJ.\18 
Meat$, Poultry, and Fish 
Fruits and Vegetables 
Dairy Products 
Cereals and Bakery Products 
Other Foods Bought to be.Prepared at Home 
FoodjAWay From Home 
Housing 
I 
Shelter (incluqing Rent, and Maintenance 
Costs for Home Owners; Excluding Cost 
of :Home Purchase) 
Hous~furnishings 
Household Operations 
Gas and Electricity 
Solid Fuels and Fuel Oil 
Transportation 
Apparel 
Reading and Recreation 
Medical Care 
Personail Care 
Other Goods and Services 
1935-39 
100.0 
35.4 
9.0 
7.0 
6.2 
5.0 
.4.9 
3.3 
33.7 
18.8 
4.3 
4.7 
3.3 
2.6 
8.1 
10.6 
3.2 
4.1 
2.5 
2.4 
1952 
100.0 
32.4 
8.5 
4.9 
4.5 
3.3 
6.2 
5.0 
26.6 
10.6 
7.1 
5.4 
2.1 
1.4 
11.9 
10.5 
5.8 
5.1 
2.3 
5.4 
Sounces: United States Bureau of Labor Statistics and 
Federal Reserve Board 
39Economic Forces in the United States, Prepared by the 
United States Department of Labor, Bureau of Labor Statistics 
for Foreign Operations Administration, April 1954, p. 33. 
/ ' 
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comparison of these expenditure patterns with those 
undertaken in 1917-19 is not easily made because of differ-
ences in the grouping of items j as for example :1 fuel elec·::... 
tricity and ice were presented as a separate group in the 
earliest index and a relative published for this group. Now 
a group consisting of fuel and electricity;, (excluding icej 
as this is no longer an important item) is presented along 
with several other housing items as a series of subgroups of 
the major group - Housing. No groups of transportation, 
personal or medical care were shown separately in the older 
Index. However, for informational and comparative purposes, 
the following table is included: 
Table VIII - Money Disbursements of Wage-Earner 
and Lower-salaried Groups Studied 
in 1917-1840 
Item Percentage Distribution of 
Actual Disbursements 
Food ........................ ~ .. 
Clothing ...... ............... . 
Rent •.......•....•....••.• ~ ••. 
Fuel, Electricity and Ice •.••. 
Housefurnishings ......••..••.. 
Miscellaneous ...•••••••••..... 
Insurance v ••.•••••••••••••••••• 
Other Savings •.........•..•... 
37.5 
15.5 
13.6 
4.8 
4.4 
17.0 
2.6 
4.6 
100.0 % 
40changes in Cost of Living in Large Cities in the 
United States, 1913-41, Bulletin No. 699, United States 
Department of Labor, Bureau of Labor Statistics, August 1941, 
p. 24. 
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Of interest in these two tables is the decline in the 
per cent of expenditure for food from 37.5% in 1917-19 to 
32.4% in 1952. Exp:enditures for clothing declined from 
15.5% in 1917-19 to 10.6% in 1935-39 and have remained 
relatively unchanged since that time. 
IX. PRICING METHODS 
Specif~cation Pricing 
Of great importance in any measure of this type are 
the practices and techniques of price collection. Much has 
been learned about this difficult and complex field and in 
this respect the present Index is an imp:rovement over former 
series since the Bureau of Labor Statistics has accumulated a 
tremendous amount of skill and knowledge based on its long 
experiepce in this field. In factJ the publication of average 
retail prices for a wide variety of goods and services for 
10 cities throughout the United States, heretofore unpublished 
because of technical difficulties commenced in 1955. By 
this time the Bureau felt reasonably sure of its 0 pricing by 
specification techniqueu initiated in 1934. Rigid specifica-
tions are developed for each of the items ~n the Index as; 
for example, the following for a mants sh rt; 
• 
• 
"Style. .Business, fused or similarly constructed 
collar, attached; barrel cuffs. 
Fabric •.. cotton broadcloth, white. 
Yarn . . . .Combed • 
Thread count •.•• 136 x 60 or 128 x 68. 
Finish .•• Residual shrinkage 1 percent or less. 
Construction .. ~ .Full cut; clean workmanship; 
31 to 32 yards per dozen based on 36-
inch fabric. 
Size range •.•• 14 to 17 inch neckband. 
Brand ...• Manufacturer 1s nationally advertised."41 
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Agents engaged in collecting price information are 
carefully trained in the technique of observing these rigidly 
defined specifications and are strictly required to adhere to 
them. 
If this technique were not carefully practiced in price 
collection, the Index might measure price changes which are 
unwarranted and which might be attributable solely to quality 
change. 
Development of these specifications is the result of 
extensive and painstaking research on the part of the 
-Bureau 1s Price Division. It is not possible to draw up 
exhaustive technical specifications which would prove 
practical in actual field collection work since the Bureau 1s 
agents visit a wide variety of retail outlets, but it is felt 
by the Bureau that the present specifications, representing 
a compromise between the technical and the practical, are 
41Techniques of Preparing Major BLS Statistical 
Series, Bulletin 1168, United States Department of Labor, 
Bureau of Labor Statistics, December 1954, p. 66. 
• 
• 
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adequa~e for maintaining the quality of the Index. There are 
areas where quality poses a difficult problem in specifica~ 
tion pricing such as men's haircuts,but an attempt is made 
to minimi4e this quality problem by getting a large reporting 
sample of outlets for this item. 
The Bureau of Labor Statistics is continuing research 
on the problem of specification pricing and every effort, 
within,resources available, is m~de to keep this problem under 
control in order that the Constimer Price Index will measure 
price changes of a relatively tixed quality "market basket". 
Pricing Seasonal Items 
Seasonal items are a difficult problem in the con-
struction of a measure of this sort and have been handled in 
a vari~ty of w·ays by agencies developing a measure of consumer 
prices~ In the Bureau of Labor Statistics seasonal items 
such as certain kinds of food are only priced in certain 
months of the year. The last available price for a particular 
item is moved forward by the movements of a correlated item 
regularly priced until the month prior to which the seasonal 
item's price is collected. Upon collection a relative of 
this price is calculated from the current month price against 
the estimated price in the prior month.42 Other Indexes of 
42Based on information furnished the writer by the 
Division of Prices and Cost of Living of the Bureau of Labor 
Statistics. 
•• 
this type use different methods for handling the seasonal 
problem which will be discussed in the next chapter . 
Retail Outlets Priced 
i 
•rn each of the forty-six cities within which the 
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basic price data entering into the Consumer Price Index are 
collected~ the Bureau of Labor Statistics has selected a list 
of stores and other types of establishments from which wage 
andsalary workers buy their goods and services. 
•These retail outlets include a representation of chain 
stores~ independent stores~ department stores and specialty 
shops .. 
. The sample of independent food stores was developed by 
taking:listings of these outlets throughout the city and 
stratifying them by type of items sold (meat markets~ super-
markets etc.) annual sales volume~ and geographic location. 
The sample is then drawn from this stratified list. All 
important chain stores are represented in the outlets priced 
in any city. 
The dwelling units for which rent information is 
collected are picked from block listings of all rental units 
in each city. This listing is also stratified by density of 
housing (i.e.~ number of units in a city block) and geograph-
ical location. From this stratified listing~ the sample is 
then drawn. 
• 
• 
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For pri~es of goods and services other than foods and 
rents, a sample of outlets including all important retail 
operations is developed. Information utilized in developing 
this sample of outlets was obtained from the survey of con-
sumer expenditures for 1950 wherein reporting families were 
asked where they purchased certain items. 
In some small cities, where mail-order buying is an 
important practice, prices are obtained from mail order house 
catalogs. In cases where goods are purchased out of town, 
such as furniture and household appliances, prices of these 
items in large cities are imputed to the small town trmarket 
basket". 
Frequency of Price Collection 
Prices of food are collected about the middle of each 
month in each of the forty-six cities included in the Index. 
Prices of items other than food are collected at intervals of 
one to four months depending on the size of the city. A 
schedule of monthly price collection for each c~ty is shown 
· in Appendix D. 
Rents are collected by mail questionnaire every two 
months in each of the forty-six c-ities, and every two years, 
checking of price data and expansion of the rent sample to 
include newly built rental units is undertaken on a personal 
interview basis. 
• 
• 
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Personel Utilized In Price Data Collection 
In the collection of food prices, carefully trained 
housewives are used on a part-time basis. Since specifica-
tions and pricing problems are not too complex in the case of 
foods, the Bureau has found utilization of this type of 
personnel both effective and economical. 
Commodities and services other than food are priced by 
specially trained regular personnel of theBureau of Labor 
S tatis.tics . 
• 
CHAPTER III 
MEASURES OF CONSUMER PRICES IN FIVE WESTERN 
EUROPEAN COUNTRIES 
I. COUNTRIES WITH MEASURES OF CONSUMER PRICES 
INCLUDED IN THESIS 
A consumer price index or "cost-of-living" index 
measure exists in practically every western European country 
today. As pointed out earlier in this paper, the_ use to 
which this type of index is put in certain European countries 
i 
goes f~r beyond its use here in the United States, manifold 
as these uses are. Primarily this type of measure in 
certain countries finds use and application in basic minimum 
wage legislation with escalation provisions in this legisla-
tion tied to the index. This situation is true in Italy, 
France, and Belgium, and reflects to some degree the differ-
ence in collective bargaining practiced ~n Europe in contrast 
to that in the United States. Collective bargaining in 
Europe is more closely associated with the political scene.43 
." .Since the use of this type of measure is so important 
and Widespread in these countries, it was decided to include 
43see Foreign Labor Information, Legislation and 
Practices Relating To The Employment of Industrial Production 
Workers In Belgium, France, Italy, Portugal and Spain, United 
States Department of Labor, Bureau of Labor Statistics, 
October 1955, p. 7. 
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the Italian and French indexes in this paper along with that 
for Belgium which typifies a small country. In addition, the 
United Kingdom Index will be discussed here because of the 
long tradition and interest the Brit_ish have displayed in 
this subject, and Britain's unique position as a European 
nation~ The measure for West Germany will also be included 
even though this measure is of fairly recent origin. The 
West German Index possesses certain unique features which it 
is felt might add substantially to the purpose of this paper, 
since it represents to some degree a~ application of the best 
modern.techniques in index number construction. 
Thus we shall discuss in this chapter five principal 
measures of consumer prices existing in the five West 
European countries of Frarice, West Germany, United Kingdom, 
Italy and Belgium. It is felt that even though this selection 
may appear arbitrary it nevertheless is representative of 
the countries having such measures and also includes the 
most important countries in western Europe. It is planned to 
consider eauh of these indexes as a separate part of this 
chapter •. 
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PART I 
UWITED KINGDOM INTERIM INDEX OF RETAIL PRICES44 
I. TITLE OF MEASURE AND ORIGINATING AGENCY 
The current measure of consumer prices for the United 
Kingdom is entitled the Interim Index of Retail Prices devel-
oped by the Ministry of Labor. As one gathers from the title~ 
this "interim" index is undergoing revision and according to 
a recent issue of the London Daily Mail, the revision was t9 
get underway during 1955.45 The interim index is~ however~ 
the official index at the moment and has been since June 
1947 with minor revisions incorporated into this measure in 
1952. 
II. PUBLICATION FACTS 
• The Interim Index of Retail Prices is published in the 
"Ministry of Labour Gazette" about six weeks after the date 
for which the Index is compiled. A press release from the 
Ministry of Labour precedes t!'J.is publication by about one to 
two weeks, making the time lag between price collection and 
publication about 4 to 5 weeks. 
44Foreign and International Labor Information, ·Labor 
Statistics Series in the United Kingdom in 1952, United States 
Department of Labor, Bureau of Labor Statistics, July·l954. 
45London Daily Mail, February 26, 1955. 
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III. BASE PERIOD 
The Interim Index of Retail Prices in the United 
Kingdom uses a relatively short base period which is taken as 
average prices prevailing on June 17, 1947. 
IV. DEFINITION OF POPULATION AND AREAS 
COVERED BY THE INDEX 
. The Interim Index of Retail Prices purports to measure 
movements of consumer prices for all areas in the United 
Kingdom including those in Northern Ireland. It measures 
price changes for the connnodities usually bought by all adult 
wage earners and small salary earners in every district, city 
and town throughout the country. The income definition of 
these workers at the time of the last expenditure study 
(1937~38) was ~ 250 per year. There have been some· modifica-
tions; of this latter point with adjustments to the Index, but 
in the absence of a later expenditure study any change in the 
income definition has not been forthcoming. In addition to 
' industrial wage and salary earners the Index also covers 
agricultural workers. The compactness and diversification of 
industry and agriculture throughout the relatively small area 
of the United.Kingdom makes this inclusion of agricultural 
workers advisable. Farm families are not as removed from 
cities and towns in the United Kingdom as they are in a large 
62 
country such as the United States, and consequently they buy 
their goods and services in the same retail out1ets as urban 
workers. Thus this measure is a very comprehensive Index of 
price movements affecting all consumer units in the United 
Kingdom. 
V. INDEX FORMULA 
The index number formula utilized in this measure is a 
fixed base weighted aggregate (Laspeyres) type with weights 
being developed by expenditures surveys for earlier years. 
VL CONSUMER EXPENDITURE STUDIES 
History of Consumer Expenditure Studies in the United Kingdom 
Two basic, full scale expenditure studies have been 
made in Britain. The first was made in 1904 and covered less 
than 2000 households. This study was used in weighting the 
earliest index which was published and based on·l914. This 
weighting scheme prevailed, strangely enough, until 1947 in 
spite of the fact that the second large expenditure study was 
. ' ' 
made in ~937-38 covering about 12,300 households of both 
industrial and agricultural workers families. The reasons for 
the lack of utilization of the latter study~ of course, are 
rather quickly obvious--World War II which commenced in 
September 1939 and caused work on the revision of the Index 
to be. relegated to a secondary position. A revision of the 
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British Index would have been largely meaningless at the time 
sinqe rationing (of the strictest order) and simple and utter 
unavilapility of many commodities existed in the United 
Kingdom during this period. With the gradual emergence of 
the country from absolute scarcity to a condition of "auster;,:. 
ity" recognition of the need for revision became important 
once more and in 1947 the Index was revised using the 1937-
1938 expenditure survey with adjustments to the weighting 
scheme·dictated by price changes which had taken place 
since the actual survey. 
Techniques Utilized in Survey of Consumer Expenditures 
• The Consumer Expenditure Inquiry of 1937-38 covered 
four w~eks chosen in the months of October 1937 and January, 
April and July.l938. Visits were made in October 1937 and 
' 
0 0 
selected households were -invited to furnish information on 
printed schedules covering their expenditures for one week 
during each of these months. 
The sample was selected at random from unemployment 
insurcmce lists. covering both industrial and agricultural 
workers in all parts .of the United Kingdom. It was found 
necessary to drop many of the families selected because of 
prolo~ged unemployment, poor record keeping or because of the 
" limitation of only one wage or salary worker to a family, to 
avoid.over-representation of families with more than one 
-· 
worker. The Ministry of Labour will not divulge how this 
cullin& of questionna~res may have affected the representa-
tiveness of the sample. 
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'It is interesting to note that families were paid for 
each usable questionnaire at the rate of 2s. and 6d. per 
completed weekly form.46 
.The visits to families were made by personnel of the 
Employment exchanges supplemented by help from local advisory 
groups • and,. also by volunteer workers. The national FederatiOn 
of Women's Institutes also helped in data collection work 
particularly in the rural districts. Thus the data in this 
expenditure survey was'· collected on questionnaires filled in 
by the respondent. The personnel corresponding to enumerators 
were not especially trained for the task. They merely left 
questionnaires at the respondents' homes after the respondents 
had been selected from the unemployment insurance lists. The 
completed questionnaires were collected each week for four 
weeks for which data were requested. Personnel merely 
checked the forms to be sure data was shown for each of the 
expenditure·groups and then the questionnaires were submitted 
46This practice of paying a reporting unit for informa-
tion has never been done by the Bureau of Labor Statistics in 
the United States. Based on a convers~tion in April 1955 with 
Mrs. Dorothy Brady, Chief of the Bureau's Price Division with 
whom the writer discussed this problem_, Mrs. Brady felt that 
although payment made response problems easier, it could also 
result in serious bias since the respondent might fill in the 
questionnaire without regard for the acc"!J.racy of the inf'orma-
tion. 
, . 
• 
to the Ministry of Labour where they were checked for adequacy. 
If a questionnaire was found adequate then the respondent was 
paid for this information. 
About 10,000 households supplied information of a 
useable nature after 22,000 had submitted reports. All dis-
tricts 'were represented in the final tabulations of this data 
in approximately the same proportion as the population within 
the district to the entire population. This was achieved by 
revisitin~ or recanvassing for respondents where districts 
were under-represented. 
The expenditure study provides the basic data for 
weighting the present~erim Index in the United Kingdom. 
These data were adjusted for price changes and certain com-
.. 
modity changes in 1947 and this weighting pattern prevailed 
in the Index until February of 1952 when new weights were 
assigned to the various groups in the Index based on estimated 
working class consumption in 1950. The 1950 adjustment was 
not, however, a weighting pattern based on a broad scale 
study of consumption habits at that time. 
VII. INDEX SERIES 
The Interim·Index series is continuous from 1947 since 
it was officially linked in January 1952 when the Index 
weighting pattern was revised through estimation. Although. 
there has been a measure of this type in the United Kingdom 
--~--------------------.......... ..... 
since '1914, the earlier measure was not linked to form a 
conti~uous series with the 1947 Interim Index. 
VIII. COMPARISON OF SOME CHARACTERISTICS OF 
EARLIER AND LATER INDEXES 
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, The "cost -of-li vingtt index which was the principal 
measur13 of consumer prices in the United Kingdom until 1947 
utiliz~d an expenditure pattern developed in 1904 when less 
than 2~000 households were surveyed. The earlier index con-
cerned itself primarily with commodities regarded as neces-
saries of life. The newer index embraces a much larger group 
i 
of commodities and seryices than this very limited area. 
"The interim indexes of 1947 and 1952, however, 
emQrace the whole field of working-class expendi-
ture, covering representative items from every 
group of goods consumed, including not only beer and 
wh:i,.skey, but radio sets, vacuum cleaners, admission 
to 'cinemas and football matches and hairdressing. 
The revised interim index of 1952 carries the pro-
cess further than the 1947 index, to include such 
items as .chocolate-covered cookies, ice cream, 
ch:I,ldren's toys and comics, hair cre~m, and motor-
cycle tires and insurance, and omits certain 
obsolete items. The greater weight assigned to 
foqd in 1952 compared with 1947 reflects the 
greater rise in food prices compared to prices of 
other components."47 
. The present index is certainly a more realistic measure 
than its forerunner in the United Kingdom, particularly with 
47Foreign and InternationalLabor Information, Labor 
Statistics Series in the United Kingdom in 1952, United 
States Department of Labor, Bureau of Labor Statistics, July 
1954, pp. r;3,}t~4. 
67 
regard to the scope of goods and services included in the 
"market basket!!.. This reflects to a large extent the in-
creasing standard of living for workingmen's families as well 
as the broader focus of a measure of this type. The following 
table :illustrates these two points: 
Weights Use.d In The Index Numbers48 
(As Percentages of the Total) 
July 1914=100 .June 1947=100 
Cost-of:L1~1ng Interim retail 
Food 
Rents and Rates 
Clothing 
Fuel and Light 
Household Durables 
Miscellaneous Goods 
Services 
Drink : 
Tobacc6 
;, Total 
Index price index 
60.0 
16.0 
12.0 
8.0 
0.5 
1.5 
1.2 
0.8 
100.0 
34.8 
8.8 
9-7 
6.5 
7.1 
3.5 
7.9 
10.1 
11.6 
100.0 
1952(June '47=100) 
Retail price index 
revised 
39-9 
7.2 
9.8 
6.6 
6.2 
4.4 
9.1 
7.8 
100.0 
•The technique. of estimating changes in consumption 
patter~s without an underlying expenditure study raises cer-
tain p~oblems and questions regarding the Index in the United 
Kingdom. The. only true picture of a complex area such as 
that of consumption patterns necessitates a large scale field 
study of the actual consumption habits of the populati.on 
.under consideration. Since the measure in the United Kingdom 
4~oreign and International Labor Information, Labor 
Statistics Series In the United Kingdom in 1952, United States 
Department of Labor, Bureau of Labor Statistics, July 1954, 
p. I-6~ 
• 
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has not had. the .benef'it of an up-to-date survey of this type, 
valid criticism of its adequacy and accuracy seems to be 
justified. 
IX. PRICING METHODS 
Pricing of items included in this Index is done on 
the Tuesday nearest the 15th of each month. The list of 
retailers visited was developed through personal visit by 
officials from the Ministry of Labour in outlets throughout 
the country •. 
·"The selection was made from shops where 
working-class households commonly make their pur-
chases. So far as possible, in each town, one of 
the retailers is the Cooperative Societ¥ and 
another is a branch of a chain store."4~ 
Fbod prices are collected by field survey in 200 areas 
throughout the country. 
Clothing prices are obtained through the mail from 
questionnaires sent out to retailers in 150 areas who report 
prices. for selected items of clothing. Changes are made 
when an item is no longer purchased generally. A good deal 
of discretion is left to the reporter on this since he is 
asked to report on an.item of clothing which is generally 
purchased and which fits into the broad description for the 
item developed by the Ministry. 
49Ibid., p. I-4. 
• 
• 
Prices of fuel and rents are obtained through cor-
respondence· with local officials in areas throughout the 
count!ly •. 
Furniture and appliance prices are obtained by personal 
·Visits· of off.icials of the Ministry of Labour to retailers in 
12 large towns. 
Miscell~neous goods~ transit fares and alcoholic 
beverages are priced through correspondence with officials or 
firms ,producing these items or services. 
Approximately 100,000 price quotations are collected 
each month for use in this Index. 
It can be seen from this description that rigid 
speci~ications are not adhered to in developing price data, 
partioularly for items of clothing. The utilization of mail 
questionnaires is certainly extensive in the price data 
~ollection process of the United Kingdom Index. 
seasonal items, particularly fresh fruits and vege-
tables are handled in the following manner: 
nFor each of the months in which these are avail-
able, the percentage increase in price since the 
base date is computed, the base price being that in 
the base month, or in the first month of the season 
if this does not cover the base date. As a variety 
falls out·of season~ it ceases temporarily to enter 
iQto the calculation.n50 
50ibid., p. r-7. 
• 
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X. ITEMS PRICED, UNIQUE IN UNITED KINGDOM 
The list of items priced in this Index are very similar 
to the American list. A notable difference is the relatively 
high Weight which is assigned to beeT, whiskey, and tobacco 
amount'ing to 9. b% of the total weights assigned to goods and 
servic:es in the British measure. 
XI.. COMMENTS ON TECHNIQUES AND ~THODOLOGIES OF 
UNITED KINGDOM MEASURE 
. One has the impression that the Interim Index in the 
United Kingdom leaves much to be desired because of the lack 
(up to' this point) 'of a full scale expenditure study to 
·support it and certain apparent weaknesses in the pricing 
techniques and methodology. This is not.the fault of the 
Labour'Ministry since Britain has been in the throes of major 
economic problems and changes dictated to a large measure by 
the war. However, in this land which ha~ produced such 
economists as Adam Smith and J. M. Keynes, to mention only the 
most notable of the British economists, it seems· incongruous 
that so little attention and resources have been devoted to 
the st~dy of consumption habits and patterns through the tech-
nique of consumption expenditure studies and to the further 
development of an adequate measure of consumer prices. 
• 
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PART II 
MEASURES OF CONSUMER PRICES IN FRANCE51 
I. TITLE OF MEASURE AND ORIGINATING AGENCY 
France has two principal measures of consumer prices. 
The Index for Paris is basic to the measure for the 17 
PrOvincial Cities. We shall consider both of these measures 
in this ·part. 
General Consumer Price Index, Paris: Goods and Services by a 
4-Person Family of Modest Income (Indice d 1Ensemble des: Prix 
a la Consommation Familiale a Paris) 
In addition to this Consumer Price Index for Paris 
another Index of similar scope and content is available for 
17 important rrovincial Cities in France. This Index is 
entitled: Index of Retail Prices (Indices des Prix de Detail). 
1 Both of these indexes are prepared by the Institut. 
National de la Statistique et de Etudes Economique (National 
Institute of Statistics and Economic Studies) referre~ to as 
INSEE. 
II. PUBLICATION FACTS 
The measures for Paris and the 17 Provincial Cities are 
51Foreign and International Labor Information, Labor 
Statistics Series in France in 1952, United States Department 
of Lab·or, Bureau of Labor Statistics, July 1954. 
• 
published in the rrBulletin Hebdomadaire de Statistique" 
(Weekly Bulletin of statistics) . 
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The Paris Index is published once each month. The 
Index for the 17 Provincial Cities is published quarterly 
during the year for the months of March, June, September and 
December. 
•The publication of both these indexes is prompt. Only 
two weeks elapse between the last date in the month covered 
by the Paris Index and the date of i t.s publication. However, 
the Index for the 17 Provincial Cities has a time lag of 
about ~ we~ks from the last date covered. In both cases, the 
publication time is comparatively short and places the French 
measure ahead of all other countries with respect to this 
quality. 
III. BASE PERIOD ~, 
The base period used currently for both of these 
measures of consumer prices in France is 1949=100. 
rv ~ DEFINITION OF POPULATION AND AREAS COVERED 
BY INDEXES 
The INSEE has not rigidly defined the area measured by 
the Indexes except for ~nformation on the families included 
in the expenditure survey used in the construction of the 
present Indexes. From this information it may be assumed 
• 
•• 
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that both Indexes cover households of workers and salaried 
employees' families having a wage or salary status below that 
of a foreman or accountant. No information is available on 
the relative position or class of foremen's or accountants' 
earniqgs in any sort of income or earnings distribution. and 
makes this limitation appear somewhat arbitrary on the part 
of INSEE. 
The official name of the Paris Index infers the 
definition of a unit as "a Four Person Family of Modest 
Income" but the Index for the Provincial Cities is not so 
clear with regard to the economic units the Index purports to 
cover. 
Geographically, the Paris Index covers that city. In 
the case of the Index for the 17 Important Provincial Cities;e 
the Index is an average measure for the entire seventeen. 
None of these cities has a separate Index published for it. 
V. INDEX FORMULA 
The Index for Paris as well as that for the 17 Cities 
is a Laspeyres formula type of measure (fixed base, weighted 
aggregate) • 
52These seventeen cities are: Bordeau·, Clermont-
Ferrand, Dijon, Lille, Limoges, Lyons, Marseille, Montpellier, 
Nancy~ Nantes, Orleans, Poitiers, Reims, Hennes, Rouen, 
Strasbourg, Toulouse. 
• 
• 
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VI. CONSUMER EXPENDITURE STUDIES 
History of Consumer Expenditure Studies In France 
The first survey of family buying habits on an official 
'• basis .conducted in France was a family expenditure study of 
workers and peasants in 1907. Apparently nothing has been 
done along this line until the surveys covering the present 
measure. 
' Political pressure by labor groups for an adequate 
measur,e of consumer prices in the post-war years necessitated 
the drastic revision and modernizing of the measure in exist-
ence at that time. Work commenced in 1948 on the development 
of a Consumer Price Index with the surveys of consumer 
expenditures. 
;The survey of Consumer Expenditures for Paris was 
undertaken in the Spring of 1948. The report on this study 
was published in the Bulletin de la Statistique Generale de 
la France; Supplement for January.-March 1949. 
Techniques Utilized In Surveys 
'The survey of family buying habits undertaken by 
INSEE in the Spring of.l948 is the first consumer expenditures 
study in France to be based on a s~mple chosen by random 
sampling methods. The number of families to be contacted in 
the sample was 1000 in Paris. The universe of families was 
determined from the Census of 1946. 
• 
75 
. The technique of sample stratification was not used in 
selecting the sample. Rather the sample was drawn at random 
from a universe having the following types of households: 
families, husband and wife with no children, one child, two 
i 
children, and three children under sixteen years of age. The 
families were selected whether or not the head of the family 
was ac~ually at work, and, as previously noted, those families 
having a wage or salary income below that for.a foreman or 
accountant • 
. The Paris survey and sample selection was more definite 
and utilized better techniques than that for the Index in the 
17 Provincial Cities. The Index fer the Cities .actually 
utilizes to a great extent the weighting pattern developed 
for Paris as well as that resulting from studies in a few 
. 
cities. The INSEE does not disclose how the weighting pattern 
for the. 17 cities was developed except that the weights 
developed in the Paris study are adjusted in accordance with 
findings from surveys in a few of the Provincial Cities to 
develop the weights for these Cities. Certain items con-
sumed in Paris are not included in the 17 City Index. 
Collection of information was made by the personal 
interview technique. Invest~gators were recruited from 
students, social assistants and agents of the Institute. 
All investigators to be used for actual field contact work in 
the data collection process were given three periods of 
• 
• 
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instruction on.the objectives and techniques of the survey. 
' Each investigator was given a list of addresses of 
families in the sample Which had been selected at random 
from the universe according to the census of 1946. If the 
familycomposition had changed through death or additional 
children so 'that it no longer held to the necessary characte~ 
istics and specifications,then it was dropped. If the 
selected family had moved and the family at the address con-
formed to the required criteria, then information bh this new 
family was secured in its place. If the family refused 
information then the investigator substituted another family 
in the same general geographic area which was similar iri 
characteristics and specifications to the non-responding 
family. 
:.The data for each size family was tabulated separately 
and the four person family was later chosen as the one for 
the bas.ic expenditure pattern used in the Paris Index. The 
fundamental reason for this was that the four person family 
was more typical than the others and also the rate of refusal 
was lower in this group than families with no children or with 
one child. 
Collection of data from the families involved was done 
in three parts from the beginning of April to the middle of 
July 1948. The first visit was directed at collecting inform-
ation for food expenditures, and menus were requested from 
. ......... 
. . 
•• 
each family against which to check these expenditures. The 
other two parts in the data. collection process involved the 
securing of information on non-food items and insofar as 
possible receipted bills and sales slips were used to check 
these items. 
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The information on food covered one week only. The 
expenditures for other items which might occur at monthly_, 
quarterly or less regular intervals was reduced to weekly 
averages. This latter data was collected for the entire 
year of 1947. During this three month interval_, prices were 
generally stable and it was believed that collection over 
the three month period did not result in any expenditure bias 
due to price change. 
In order to check this survey of tne Spring of 1948_, 
another large scale expenditure study was conducted in Paris 
in thei Autumn of 1948. A very detailed analysis was made of 
these :two surveys_, and it was found that the second survey 
contained too high a representation of salaried employees 
and that the households refusing to cooperate and supply 
information w~re slightly less well off than thQse responding • 
It was estimated that total error in the data due to , 
sampling was not more than 5%.· 
Surveys of the expe:nditure habits· of French families 
have been complicated by two factors according to INSEE. 
The first of these is that families generally have been 
• 
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unwilling to supply information on income. The second factor 
which in the past has made expenditure surveys difficult is 
that past attempts at the use of the account book method of 
data collection usually failed as family after family ceased 
to keep running accounts of their expenditures. However, 
INSEE ~eports that these two conditions have changed somewhat 
in rece.nt years. Th~ Institute can now get data on income 
and notes that families with. children supply this information 
more re;adily than those without. The readiness to supply 
this information increases with the size of the family.53 
VII. INDEX SERIES 
Neither. of the two measures of consumers' prices in 
France have a continuous series extending back over any con-
siderable period of time. 
The Paris Index is available from 1949 forward on a 
quarterly basis until January 1951 and on a monthly basis 
thereafter. I-t is not continuous With earlier series •. The 
Index for the 17 Provincial Cities begins. in 1950 and is 
published quarterly. This index is not preceded by any 
earlier• series. 
53rbid., p. r-24. 
• 
•• 
VIII. COMPARISON OF SOME CHARACTERISTICS OF 
EARLIER AND LATER MEASURES FOR PARIS 
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A cost-of-iiving index was published for Paris from 
1914~1930 based on 11 items of food and 2 of manufactured 
products on a 1914 base period. It was supplanted by a new 
index in 1930 using that year as a base period until 1939. 
Items included in this latter index totalled 65. From 1939 
until 1949 the only index available was a Retail Price Index 
covering 34 items, 29 of which were food. 
The present index for Paris is a substantial improve.-
ment over these earlier measures. The market basket of this 
new index covers 213 items and the index was developed from a 
large scale expenditure survey. 
IX. PRICING METHODS 
A total of 213 items are priced in the current Paris 
index. i Items to be priced were determined from the expendi-
ture s~rveys. The index for the 17 Provincial Cities contains 
approximately the same number of items, but information on 
the specific number of goods and services priced is not 
available. Suffice it to say that it is approximately that 
of the Paris Index since the basic data incorporated into 
this l~tter meas·ure is admittedly used .to a large degree 
according to INSEE in the construction of the 17 Cities 
Index with minor adjustment. 
• 
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Specification Pricing 
;The INSEE stresses that rigid specification pricing is 
' 
maintained by field agents under the supervision of a chief 
agent Vfho conducts a check·of agent's data collection. In 
doubtful or difficult cases, actual purchases are made in 
order to secure price data. 
Pricing Seasonal Items 
Separate collection and tabulation is maintained for 
seasonal foods and certain substitutions are made as, for 
example, new potatoes' prices a,re·substituted on May 15 since 
the old crop is not considered typical or possessing good 
market qualities aft.er that date. 
Frequency of Price Collection 
Food prices in approximately 300 outlets in Paris are 
collected each Thursday together with prices from outlets in 
other cities involved in the 17 Provincial Cities Index. 
Non-food items are priced.once each month by the same 
agents involved in food price collection and rigorous specifi-
cations are carefully adhered to in ~his operation. Any 
problems that arise relative to the price, specification, or 
response are solved by interviews between the merchants and 
supervisors of INSEE. 
• 
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Personnel Utilized In Price Data Collection 
The agents involved in this price collection work are 
all carefully trained regular employees of INSEE. Extensive 
field $upervision is applied to the data collection ~rocess 
by this agency. 
X. · ITEMS PRICED, UNIQUE IN FRANCE 
It is disclosed that food accounts for 58 per cent of 
the expenditure weights in these measures. 
Among items included in the French measures for which 
prices are collected were horsemeat and rabbit (whole, 
skinned) which are among the food commodities usually bought 
by modest income families of four persons in the areas covered 
by these indexes in France. Wine is also an important item in 
the food category of the Indexes. It was noted that among the 
servic~ items priced were fees for language and technical 
courses,, radio tax, and the annual rent for a bank· box. 
• 
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PART III 
THE COST-OF-LIVING INDEX IN ITALY54 
• I. TITLE OF MEASURE AND ORIGINATING AGENCY 
• .The principal measure of consumer prices in Italy is 
the Cost-of-Living Index (Indice del Casto della Vita) pre-
pared monthly by the Central Statistical Institute (Institute 
Centrale di Statistica). 
II. PUBLICATION ·FACTS 
This Index is published each month in the~Bolletino 
Mensile di Statistica u (Monthly Statistical Bulletin). Pub-
lication of the Index is not prompt, however, since there is 
a lag of two months between the last date covered by this 
measure and its eventual publication. 
III. BASE PERIOD 
The base period for this measure is taken as 1938. 
IV. DEFINITION OF POPULATION AND .AREAS COVERED BY INDEX 
This Index purports to measure changes in the cost of 
54Foreign and International Labor Information, Labor 
Statistics Series in Italy in 1952, United States Department 
of Labor~ Bureau of Labor Statistics, July, 1954. 
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the basic necessaries for a wage earner's family consisting 
of two adultsJ a boy of ten~ a girl of sevenJ and a child 
under '
1
three years of age. The individual members of this 
familyi are very specifically defined with regard to age and 
sexJ but the unique quality of this measure makes this 
definition necessary. This point will be demonstrated a 
little later as the consumption pattern supporting this Index 
is exartdned. 
The Index covers Italy as a whole based on data 
collected for 61 large citiesJ 91 provincial capitals~ and 19 
regions throughout the country. 
V. INDEX FORMULA 
The formula used in this Index is the Laspeyres type~ 
fixed weights in the base period. 
;VI. BASIS OF WEIGHTING THE ITALIAN INDEX 
The Italian cost-of-Living Index is not based on a 
survey of consumer expenditures. The best and most succinct 
statement of the technique used in developing a weighting 
pattern for this Index as well as commodities included in 
this measure is given as follows: 
"Weighting and Items covered. The national cost-
of-living index measures average change~ in th: 
retail prices of certain goods and serv1ces weJ.ghted 
by fixed quantities regarded as representative of 
I 
the basic needs of a wage earner's family consisting 
of two adults, a boy of 10, a girl of 7, and a child 
u~der 3 years of age. 
:'Weighting of the index is in accordance with a 
' I 
standard budget drawn up in 1945 by a national com-
mittee of experts working under the Central Statis-
tical Institute. The budget is the same for all 
cities except for slight differences in food and heat 
items which take account of local consumption pat-
tetr>ns ,and needs . 
"The budget was constructed with the idea of 
pricing only those items~which were most significant 
frbm the point of view of consumer needs and of 
changing prices. The quantities of individual goods 
and services were fixed in relation to their impor-
tance in the family economy, taking into account 
th~ availability of particular articles and grades, 
and the purchasing power of wage:-earners' families."55 
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'Concerning food requirements, a calorie scale of-2600 
units per day per consumption unit is invoked. Each of tQe 
. member~ of this well defined·family from an age and sex 
standpdint is accorded a caloric requirement on the basis of 
this scale. Thus the father is accorded 1 full daily con-
sumption .unit of 2600 calories. The mother and boy 10 years 
old are accorded .83 consumption units each day or 2158 
calories apiece. The girl 7·years old and the infant under 
J years are assigned . 70 c.onsumption units or 1820 oalories 
and .50 consumption units or 1300 calories daily respectively. 
This gives this family a total daily food calorie requirement 
~5Foreign and International Labor Information, Labor 
Statistics Series in Italy in 1952, United States Department 
of Labor, Bureau of Labor St~tistics, July 1954, p. I-2. 
of 10,036. 
• The committee of experts working for the Central Sta...,. 
tistical Institute then estimated the foods in quantities, 
qualities and types necessary to fulfill this requirement.· 
In making this estimate they took into account the avail-
abilit1 of these foods, rationing requirements, and local 
variations which might affect this bill of fare. 
Similar techniques, without the more specific tool of 
a calo~ie scale, were utilized in developing the items and 
weights' assigned to t:he general categories of clothing where 
the list is identical for all parts of Italy, rent where 
data are collected for all size units, but the average is for 
an apartment of 2.5 rooms, fuels, electricity, and miscel-
laneous items such as street carfares, razor blades, ciga~ 
rettes, etc. With regard to the standards of fuel, increased 
requirements are allowed for places in northern Italy than 
those allowed for localities in the southern part of the 
c~ountry. 
~his Index is bas~d then upon a pattern of consumption 
that is arbitrarily ascertained by a committee of experts in 
I 
the central Statistical Institute. It is not based upon a 
survey of actual family consumption patterns as are most 
other measures of this type. 
This type of measure c.orresponds in certain respects 
to the City Workerts Family Budget studies which are 
1-
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undertaken from time to time by. the United States Bureau of 
Labor Statistics. These studies are based upon standards for 
a nmodest but adequate" level of living for a family of four 
including two children of school age although sometimes the 
budget scope is widened to cover families. of various sizes.56 
.Standards for this budget are set by experts after 
careful studies of family requirements for a modest but 
adequate level of living. However~ there is much that may be 
regarded as inadequate ·in such a technique. The statement is 
made by the United States·Bureau of Labor Statistics in con-
nection with this ncit:y- Worker Family Budgetn series: 
."Scientific standards do not now exist~ and 
perhaps never will, for meeting those needs for 
which physical requirements are -less important 
than psychological and social requirements."57 
This stat~ment points.up sharply the difficulties 
which beset such a technique of estimating a bill of goods 
and services, assuming this to be a fairly representative 
picture of a consumption pattern. There is no substitute for 
an actual field survey of consumer expenditures and consump-
tion patterns~ since such a field survey will reflect these · 
56see Workers Budgets in the·United States~ Bulletin 
927~ United States Department of Labor~ Bureau of Labor 
Statistics, March 1948. 
57workers Budgets in. the United States, Bulletin 927, 
United States Department of Labor, Bureau of Labor Statistics~ 
March 1948, p. 13. 
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npsychological and social requirements 11 which the technique of 
estimation even by the very best methods cannot possibly 
quantify with any real degree of accuracy. The Italian Index 
falls into this difficult area, being a measure without a 
basic Weighting pattern which is founded in the actual con-
sumption habits of the population it purports to measure.58 
VII. INDEX SERIES 
·History of Index Series in Italy 
The nistory of measures of this type in Italy goes 
back td 1913 when Indexes for various cities throughout the• 
country were constructed by statistical offices in these 
cities.. There was no coordinated Index for the entire 
country until 1928. The Central statistical Institute at 
that time prepared an Index based on this earlier data, with 
1913 as the base period from that date forward. It should be 
pointed• out that the earlier Indexes published for various 
cities were not uniform in nature, much being left to the 
58This weakness"in the Index has not escaped the notice 
of trad~ unions in Italy who have criticized it on the grounds 
that it•is an inadequate measure which does not cover enough 
goods and services purchased by wage earner families and also 
on the basis of the inadequacy of the we~ghting pattern. The 
Italian unions have habitually shunned the inclusion of cost-
of-living escalator provisions in collective bargaining agree-
ments because of their lack of confidence_ in this measure. 
Minimum:wage legislation, however, does provide for adjustment 
in basic minimum wages for certain classes of workers in Italy 
using this measure as the basis for these adjustments. 
e-
discretion of the individual statistical offices in these 
cities in the development of these measures. The national 
' 
88 
measure developed in 1928 was based on consumption studies in 
several localities. This series was in existence from 1928 
·until 1943 when the difficulties of war (it will be remembered 
that southern Italy was occupied byAllied troops and northern 
Italy by Axis forces) in that year forced its discontinuance. 
This type of measure was not revived until 1946, although 
work on establishing an arbitrary consumption pattern com-
menced in 1945 with the 9essation of hostilities. 
Lack of Continuity in Index Series 
There is, therefore, no continuous and essentially con-
si_stent series for this type of measure in Italy going back 
beyond 1946. The earliest Indexes were heterogeneous in 
nature, being constructed by the individual local statistical 
agencies. The problem of constructing a measure for the 
entire country was finally undertaken in 1928 by the Central 
. St~tistical Institute on a more uniform basis and the series 
reworked backward on available information, which is at best 
an uncertain type of technique, and finally all this work 
came to an· abrupt halt during the war, to be revived on a very 
different basis in 1946. 
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VIII. PRICING METHODS 
Specification Pricing 
The Central Statistical Institute sets up specifica-
--tions and regulations regarding price collection and these 
are followed by the agents in each of the localities price~. 
Emphasis is given to the collection of comparable price data. 
Immediate control and close. supervision seems to be lacking 
in this price collection technique. 
Pricing Seasonal Items 
·Seasonal items are priced at the times they are avail-
able arid calculated against the last available prices. 
Frequency of Price Collection 
Pricing is carried on by trained agents in the 91 
provincial cities throughout the country. Prices for items 
other than food·are collected from retail outlets on the 15th 
of each month. Rents are c·ollected from the same sample of 
dwelling units on the 15th of FebruaryJ MayJ AugustJ and 
November andJ in the event of the loss of one of these re-
porting unitsJ a comparable unit is substituted.59 
With regard to food pricing, 17 commodities are 
priced each month at outlets ordinarily patronized by wage 
earner families. 
59There seems to be some bias in this method since old 
units subject to rent control are the units regarded as 
comparable. 
e-
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IX. ITEI11S PRICED, UNIQUE IN ITALY 
It was noted that apparel items such as shirts, suits, 
towels, and sheets were not included in the items priced, but 
the fabrics from which these items are constructed·were 
priced:_, indicating that workers 1 families in Italy make much 
of their own clothing. 
Wine, which is· a popular beverage in Italy, is from a 
volumestandpoint as important as milk in the estimated 
family consumption pattern. Fifteen liters per month of ea·ch 
of these commodities are allowed each family in this pattern. 
X. COMMENTS ON ITALIAN INDEX 
~The collection of prices for the cost-of-Living Index 
in Italy is complicated by the existence of nblack marketstt 
and some consideration is given to this problem by the 
Central Statistical Institute. Appropriate weighting sup-
ported by actual pricing was developed for food items during 
period$ of ·food rationing. The experts at the Institute made 
estimates of the approximate amounts of certain foods which 
would probably be obtained in ublack markets" and this was 
incorporated into the Index. 
It is unfortunate that Italy, with a p'opulation in 
1952 of 46,865,000 and a population density of 403 persons 
e· 
--
per square mi1e,60 does not haye a more superior measure of 
consumer prices than this Cost-of-Living Index. 
60statistica1 Abstract of the United States 1954~ 
United States Department of Commerce, Bureau of th~ Census, 
p. 955. 
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PART IV 
INDEX NUMBERS OF RETAIL PRICES IN BELGIUM61 
I. TITLE OF MEASURE AND ORIGINATING AGENCY 
The principal measure of consumer prices in Belgium 
is entitled 11 Index Numbers of Retail Prices" (Index Numbers 
des Prix de Detail) prepared by the Ministry of Economic 
Affairs. 
II. PUBLICATION FACTS 
The Belgian Index is published each month in the 
92 
nLabor Reviewn (Revue du Travail):~ a publication of the 
National Institute of Statistics (Institut National de 
Statistique) and also in the "Bulletin of Statistics" 
(Bulletin de Statistique), another publication of the National 
Institute of Statistics. 
The time lag between the dates for which the Index is 
develQped and its e~entual publication is considerable, 
usually from one to two months. This places the Belgian 
Index among the slower Indexes from the standpoint of prompt 
publication • 
61Foreign and International Labor Information, Labor 
Statistics Series in Belgiu~ in 1952, United States Depart-
ment of Labor, Bureau of Labor Statistics, July 1954. 
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III. BASE PERIOD 
The base period for this Index covers two years taken 
as 1936-38 = 100. From the statistical point of view, the 
base ~eriod is sufficiently long (two years) to provide an 
adequ~te base, but it is not sufficiently current to provide 
for a :good comparison of current prices. 
DT. DEFINITION OF POPULATION AND AREAS COVERED BY INDEX 
The Belgian Index is a measure of retail prices for 
the entire country, but it does not measure these prices 
with respect to any particular economic units such as wage 
earne~ families, city workers, or any of the other usual 
economic units discussed in this paper for which Indexes of 
this type are usually constructed. In considering the 
weighting pattern, or more accurately the lack of any pattern 
of this type_, in the Belgian Index this point will become 
more a'pparent. 
The Belgians make no pretensions regarding this Index. 
It is rtot called a cnnstimers' price index or a "cost-of-
living" index or any similar type of measure. It is a re-
tail' price index of a very simple type and, in view of the 
techniques for constructing a measure of consumer prices 
which we have discussed thus far in this paper, it is 
apparent that the Belgian measure does not utilize any of the 
·-
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more advanced techniques and methods for measu~ing this 
fairly complex area of prices. The Belgian Index is complete-
ly without weights~ except for those which are implied by the 
inclusion of certain items in its construction. 
V. INDEX FORMULA 
The index formula used in the Belgian Index is a 
simple unweighted type~ based on an arithmetic average of the 
I 
price :relatives for each of the items in the Index.62 
VI. CONSUMER EXPENDITURE STUDIES IN BELGIUM 
There have been two fairly large expenditure studies 
conducted on an official basis in this country~ but neither 
of the~e has been incorporated into this Index as the basis 
for a ~eighting pattePn. 
The first study of family expenditures was made in 
1929 but nothing was done to weight the Index from this study. 
The se~ond study was conducted in 1947-48, followed in 1948-
49 by ~nether to check the results of the study in the 
previous year. As in the 1929 study~ a good "cross section 
of families of wage earner and lowerpaid salary employeestt63 
-was included in the survey. 
62Ibid.~ p. I-2. 
63Ibid.~ p. I-8. 
; "The methods employed in both post-war studies 
were the same. The sample was chosen to be as 
r~presentative as possible from the point of view 
of geographic distribution, of size and of income 
level. Families were pickedby a committee working 
under the direction of Professor Jacquemyns, 
representing each of the trade union federations, 
Catholic, Socialist, and liberal; women 1 s organ-
izations of all political points of view; the 
League for Large Families; and several persons not 
representing any organization. Investigators picked 
o~ly families Willing to cooperate fully, and 
checked frequently on the accounts which were kept by 
the families for a total period of 12 months. All. 
calculations were carefully checked and Professor 
Jacquemyns believes that the margin of error, 
"always inevitable", is slight. 
"The· value received by the family in the form of 
garden produce, reduced transportation fares, 
allocation of free coal or free housing and value 
of an owned home was included in the family income.n64 
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Each of these surveys (the 1929 and the 1948-49 
studies) utilized the account book method of data collection 
and extended over a period of 12 months, data being collected 
for v~rious periods in the twelve month time span. 
The post-war expenditure studies were under the 
direction of Professor Jacquemyns of the Institute of Social 
and Economic Information of the University of Brussels, who 
was commissioned by the Belgian government to conduct these 
studies. 
Certain criticisms were directed at these surveys and 
from this information some reasons may be inferred as to why 
64Ibid., p. I-9. 
a weighted consumer price index has never been constructed 
for B~lgium. 65 
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Specifically the criticisms of these expenditure 
studies were that they did not show any savings despite 
growing bank deposits in Belgium, and they did'not cover rent, 
or pocket money or small expenditures, and the tamilies 
cover~d in the study were not representative. 
The Index Numbers of Retail Prices has also been 
criticized because it differs in movement and level from the 
unofficial Index for Belgium, which is published by the 
Unive;rsity of Louvain and which is called "cost of Living 
Index1' ( Cout de la Vie). This Index is weighted, but the 
65:sased on personal contact with management, labor, 
and government officials in Belgium visiting the Uni·ted 
States during 1952, the writer was impressed by the religiou~, 
cultural, political, and historical differences which pre-
vailed among individuals from this relatively small country. 
It is believed by this writer that a basic reason for the 
lack of a measure of consumer prices in this country is that 
a coordinated effort toward the development of an Index of 
this type would be nearly impossible with the dis_sent, 
suspicion, and distrust which prevails. Strong historical 
differences between the Flemish and Walloon parts of Belgium 
are readily apparent. Labor distrusts management, and within 
the ranks of labor there is much animosity and distrust 
between the Catholic, Socialist, and Liberal unions, or 
syndicates as they arecalled. In such a chaotic environment 
it is not difficult to see the reason for the poor state of 
economic statistics in Be·lgium. Any attempt to construct a 
measure of consumer prices would probably be labelled by one 
or more factions' in the country as a tool or ruse of·manage-
ment or one of the labor groups or certain bureaucratic inter-
ests in government, with a motive not entirely ethical. 
•• 
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United States Bureau of Labor·statistics has been unable to 
obtain information on this measure as to its construction and 
the techniques and methods involved in its development and 
maintenance. 
Further substantiation of the difficulty surrounding 
the problem of development of an adequate measure of consumer 
prices in Belgium is evident in the following quotation: 
"The lack of an official cost-of-living index to 
furnish a basis for escalator clause wage adjustments 
has led to ·complaints from all quarters. Employer 
groups believe that the retail price index contains 
an unduly large number of imported goods and is 
therefore overly sensitive to changes in world prices; 
and that by omitting controlled rent, transportation, 
and certain other important items, it overstates in-
creases in living costs. They point for confirmation 
to the cost of living index of the University of 
Louvain, which is based on this index, but includes 
other items. 
"Both the Christian and the Socialist trade unions 
criticize the index as not sufficiently reflecting 
increased costs, _because of lack of proper weighting 
and omission of various items which are a normal part 
of the workerrs expenditures. A government Commis-
sion, appointed to study the subject, has made two 
family expenditure studies since 1947 with a view to 
establishing a satisfactory measurement of living 
costs, but to date no agreement has been reached on 
the methods to be used in constructing such an Index.n66 
With these difficulties existing in'Belgium it is.not 
surprising that the Be~gian measure discussed in this section 
is the most undeveloped of all of the measures of consumer 
prices covered in this chapter. 
66rbid., p. r-3. 
• 
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VII. INDEX SERIES IN BELGIUM 
The Belgian Index series goes back to 1920 when it was 
first published on the base 1914 = 100. This Index continued 
until 1940 when it was discontinued while Belgium was under 
German,occupation. It is interesting to note that prior to 
its discontinuance, the Index was widely used for "automatical-
ly adjusting wages to price levels. 1167 The Belgian measure 
was revived in its present form in September of 1946 and was 
converted then to a new base period of 1936-38, the base· on 
which it is currently published. 
IX. PRICING METHODS 
Specification Pricing 
Prices for 56 items (34 of which are food) are collected 
during the month. These items are priced according to rigid 
specification standards developed by the Ministry of Economic 
Affairs. 
Outlets Priced 
Agents of the Ministry collect prices in approximately 
3500 retail stores iocated in 62 areas throughout Belgium. 
Considering the apparent quality of this measure, this is a 
relatively larg_e amount of price collection. 
· 67Ibid., p. I-2. 
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Frequency of Price Collection 
Prices are collected in th~ areas covered, once each 
month, between the tenth and twentieth day of the survey month. 
X. ITEMS PRICED, UNIQUE IN BELGIUM 
.In addition to the prices for 34 items of food, prices 
are collected for 12 items of clothing, 7 miscellaneous items 
such as soap_, tobacco and matches and 3 prices for items of 
heat and light. 
Among specific items priced which are unique in t~e 
Index for Belgium were wooden shoes (men's), and domestic 
farm butter, domestic creamery butter, domestic bacon and 
lard. It is important for the Belgians to recognize the im-
portance or lack of importance of domestic items in their 
measure of retail prices since Belgium is dependent on imports 
for a great many commodities. This latter point has been a 
source of criticism of the Index because it contains too many 
items whose prices depend on world markets. 
XI. COMMENTS ON BELGIAN INDEX 
Despite the lack of utilization of a weighting pattern 
in this measure_, there is an implicit weighting in this Index 
because 34 of the 56 items included are food. Eac.h item has 
a weight of one, thus giving food an importance of more than 
60% in the overall Index. 
• 
100 
,No pricing for rent or housing is included in this 
measure and, because of this fact, it cannot be reasonably 
inferred that this Index approximates a measure of consumer 
prices for a defined economic group. 
Before closing this discussion on the Belgian measure 
of consumer prices (within the limitations already noted), it 
should'be pointed out that economic problems in Belgium have 
been severe in the post-war period. Rationing has prevailed 
for many of the years since 1946 and blaqk markets have been 
widespread throughout the country. Political problems have 
also been considerable. These factors in themselves have 
militated against the development of an adequate measure of 
this type • 
• 
• 
PART V 
THE CONSUMERS 1 PRICE INDEX IN WEST GERMANY68 
I. TITLE OF f.'IE.ASURE AND ORIGINATING AGENCY 
.The principal measure of consumers' prices in West 
Germany is the Consumers' Price Index by Consumer Group 
(Preisindex fur die Lebenshaltung nach Verbrauchergruppen) 
which is developed and compiled by the Federal Statistical 
Office~ 
II. PUBLICATION FACTS 
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·This measure is published monthly in "Economics and 
Statistics n (Wirtschaft und Statistik) ~ a publication of the 
Federal Statistical Office. The time lag between the dates 
for which prices are collected and eventual publication is 
approximately three weeks. 
One of.the unique features of this measure is that it 
is developed and published for a four person family at three 
income: levels with the following disposable monthly income 
criteria: 
' 
6~oreign and International Labor Information, Labor 
Statistics Series in Germany West in 1953, United States 
De par ment of Labor, Bureau of Labor Statistics~. July 1954. 
• 
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1. Lower Income Group - 175 Deutschemarks per month 
a 4 person family • 
2. Middle Income Group - 300 Deutschemarks per month 
a 4 person family. 
3. Higher Income Group - 525 Deutschemarks per month 
a 4 person family. 
III. BASE PERIOD 
This Index is published on two.base periods, both 
1938 = 100 and 1950 = 100. 
IV. DEFINITION OF POPULATION AND AREAS COVERED BY INDEX 
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for 
for 
for 
The geographic coverage of this measure is for 106 
cities in·the Federal Area. The economic units this measure 
includes are also well defined, a four person family of a 
given income level. Surveys of expenditures supporting th~s 
Index have covered consumption patterns of industrial and 
public employees, within the disposable income range specified 
for this Index. 
This definition of the German Index as well as its 
development and publication for specified income groups makes 
this measure both unique and the most clear-cut measure of 
this type which has been considered in this paper. 
• 
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V. INDEX FORMULA 
. The Index formula utilized in this measure is the 
fixed weight in the base period type (Laspeyres) and is cal-
culated according to the following formula: 
I = z1 _ · v0 69 
vo 
in whibh v0 = the value of the goods consumed in the base pl 
period: 1950. Z is equal to FQ • 100_, the price index for the 
same goods in a subsequent-time period as compared with the 
base period in 1950 and 1938. 
VI. CONSUMER EXPENDITURE STUDIES 
History of Consumer Expenditure Studi_es in .Germany 
Interest in income and expenditures of consumers has a 
long history in Germany. "The country which produced Ernst 
Engel_, Heinrich Schwabe_, and Etienne Laspeyres has also given 
us som~ of the most elaborate modern investigations of family 
living.n70 Much early work at diff~rent periods.extending 
through the entire 19th century was accomplished by individuals 
and interested organizations in the field of consumption 
habits and patterns of the people in various parts of that 
69Ibid., p. I-5. 
70carle c. Zimmerman, Consumption and Standards of 
Livin& (New York: D. Van Nostrand Co., 1936)., p. 393. 
• 
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countr¥. The first official government survey of consumer 
' income:and expenditures was made in 1909. Another similar 
study was made in 1927-28 and similar studies in 193{ and 
1939. 
,The present measure of consumer prices in Germany 
began With work in the statistical offices of the various 
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states ,which conducted surveys of consumer income and expendi-
tures ln 1947 and simultaneous collection pf prices. Individ-
ual meaeures of consumer prices were then developed for the 
locali t~es in which this work was done. In the autumn of 
1948 th~ Federal Statistical Office took over and coordinated 
these individual local activities into an overall measure for 
I 
I 
106 cities in the Federal area. The Index was recalculated 
back to· June 1948 at that time and this is the earliest 
available date for this Index series. It is readily apparent 
that no continuous succession of significant expenditure 
surveys :for Germany could.have possibly been maintained be-
! 
cause ot the very great upheavals~ pol~tically, economically~· 
and geographically, occasioned by the war and the tremendous 
disrupt~ve, destructive~ and nearly chaotic condition it 
entailed. The post-war period in West Germany was accompanied 
by the s'plitting up of that country into occupied military 
zones, bUt it is interesting to note that despite these 
formidable obstacles, the labor statisticians in that country 
' began work in the immediate post-war period on the construction 
• 
• 
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of suitable measures of consumer prices~ and these efforts 
were later coordinated into a unified measure for all of the 
principal areas in the country. At the present time~ the 
i 
West German Index appears to be the best measure of consumer 
prices which exists in Europe. 
:The expenditure study supporting the current Index was 
undertaken by the Federal Statistical Office in 1949 when it 
becameievident that the consumption pattern of workers was 
changi~g rapidly and the work of the statistical offices in 
the various states ·in the field of consumer expenditures was 
being ~endered obsolete. 
Techniques Utilized in Expenditure Survey Supporting Present 
Index 
The 1949 survey of consumer expenditures used the 
account. book technique of data collection. These account 
books are collected and culled for suitability by the Federal 
Statistical Office and this may be a source of considerable 
bias since poor record-keeping or uncooperative types of 
families are eliminated from this survey. 
The sample was selected from lists of industrial and 
governm~ntal employees throughout Germany. No techniques of 
stratifl.cation were used except the obvious one of assuring 
that all localities had representation in the final results. 
Families of these workers were visited and account books left 
• 
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to be filled out by them. 
': In this 1949 survey the accounts of 743 families were 
used i~ developing the weighting pattern for the Index. This 
survey yielded the following results for the income groups 
of families for which the Index is constructed:71 
Expenditure Group 
Total 
Food 
Beverages, Tobacco 
Hou,sing 
Fueil, light 
Home Furnishings 
Clothing 
Personal Care 
Education, recreation 
Transportation 
Lower 
100.0 
55.1 
4.4 
10.9 
5.8 
3.2 
11.4 
3.4 
3.9 
1.9 
Income Group 
Middle 
100.0 
46.1 
7.1 
10.2 
5.1 
5.0 
13.0 
4.3 
6.4 
2.8 
Upper 
100.0 
36~3 
8.1 
10.1 
4.5 
_9.2 
15.3 
4.6 
7-7 
4.2 
Continuing Nature of Consumer.Expenditure Surveys in Germany 
The Germans have remained active in the field of 
studiesjof consumer expenditures and the 1949 survey has been 
followed by additional studies. Another survey of the same 
group of families (industrial and governmental employees) _was 
made in 1950-51. Again in 1951 and 1952 a survey for expend-
itures of families living on unemployment compensatio~, pen-
, 
sions, and other forms of public assistance was made. In 
1953 the expenditures of farmers and farm laborers was made . 
71Foreign and International Labor Information, Labor 
Statistics Series in Germany (West in 1953, United States 
Departmept of Labor, Bureau of La or Statistics, p. I-4. 
• 
Currently~ surveys of families of industrial and 
govern~ental employees are conducted each month~ covering 
about 250-families. 
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Small revisions are made in the weighting pattern of 
the Index based on these continuing studies and~ on the basis 
of these surveys, the German measure is kept modern and 
realistic. This Index is the only measure discuss.ed in this 
paper Which attempts to keep its weighting pattern current 
and more realistic. 
·.Although random sampling techniques of a high tech-
nical nature are not utilized by the Federal Statistical 
Office in collecting information on consumption patterns, the 
continuing work in this field and the growing accumulation·of 
data and information on consumer expenditures makes criticisms 
of the representativeness and validity of the .measure, from a 
techn~cal sampling point of view~ somewhat inappropriate. 
Over a long period of time, the degree of.error in the find-
ings of these expenditure surveys will diminish, each survey 
contributing more accuracy and information on this complex 
area of consumer behavior. 
VII. INDEX SERIES 
Because of geographical as well as political changes in 
Germany which have taken place in recent years~ no long his-
torical series of a ·measure of consumer prices is available. 
• 
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The present series~ however~ is available on a contin-
uous and consistent basis from June 1948 forward • 
VIII. PRICING METHODS. 
Pricing practices involve a high type of technique and 
methodblogy in the Germ1:1.n Index. Three hundred items are 
priced in each .of the areas covered by this measure. They are 
distriputed as follows:72 
Food 
Beverages & Tobacco 
Housing 
Fu¢1~ Light 
Home Furnishings 
Clothing 
Personal Care 
Education~ Recreation 
Transportation 
Total 
Specification Pricing 
Number of Items Priced 
87 
8 
4 
17 
73 
57 
25 
14 
15 
300 
Strict specifications are adhered to in pricing for 
this measure and~ in the event that special circumstances 
arise making it impractical or impossible to secure prices 
for spe¢ified items~ then agents of the local statistical 
office notify the Federal Statistical Office Which makes 
appropriate suggestion or recommends substitution. New items· 
• 
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are "linked" into the Index series as required. 
Frequency of Price Collection 
Price collection dates for various items are strictly 
specified; thus, prices for food would be collected in all 
106 cities throughout the country on a definite date during 
' the month. 
Outlets Priced 
: The reporting qample of outlets was developed after 
extensive consultatipn· with retail trade organizations, ~m­
ployer groups, and employees as to the usual stores and out-
lets patronized by industrial and government employees' 
families. 
Prices are collected for food in all 106 cities through-
out the Federal Area. Prices of housewares and clothing are 
collec.ted only in the larger communi ties (i.e., places of 
20,000 or more population). 
Rent information is collected in all the cities covered 
by the Index from a sample of dwelling units in proportion to 
the age of these units existing at the time all units were 
surveied in 1950. Rents are for 3 and 4 room rental dwellings 
' with or without bath, also according to the proportion of 
units With or without these facilites as revealed by the 1950 
housing survey. 
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Personnel Utilized in Price Data Collection 
Carefully trained field agents are utilized for col-
lecting' this price information on printed forms containing 
the pri~e specifications. which are forwarded to the Federal 
Statistical Office. 
IX. COMMENTS ON \~TEST GERMAN INDE:X: 
i ~he list of items priced in this Index does not con-
I 
tain any provision for medical care and service, an exclusion 
which syems peculiar considering the overall high quality of 
this measure with 'regard to the techniques and methodologies 
it utilizes. 
fhe·history of interest in consumption and budget 
studies• in Germany is replete with instances of excellent 
studies both by individual investigators, organizations, and 
governm~nt agencies. Speaking of the 1927-28 investigation 
by the ~overnment agency conducting this study, Zimmerman 
writes,: "In many respects, this is the most carefully de-
tailed $tudy of industrial workers in existence. •t73 In an-
other piace Zimmerman writes, "The studies in Germany are 
numerous. Carefulness ·in collecting the materials and sta-
tistical elaboration are.outstanding.n74 The present work 
73carle c. Zimmerman, Consumption and Standards of 
Living,, (New York: D. Van Nostrand Co., 1936), p. 399. 
74Ibid., p. 393. 
• 
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in consumption studies and Index nuniber construction and the 
techniques and methodologies used in this are in keeping with 
the thorough German tradition cited by Zimmerman • 
• 
CHAPTER IV 
COMPARISON OF THE UNITED STATES CONSUMER 
PR1ICE INDEX WITH SIMILAR MEASURES IN FIVE WEST 
EUROPEAN COUNTRIES 
:L. RESTATEMENT OF THE PURPOSE AND PROBLEM IN THESIS. 
'The purpose of this paper has been to examine the 
techniques and methodologies which are utilized in the Con-
sumer Price Index of the United States and similar measures -
in certain selected countries in Europe in order to compare 
and evaluate th~se characteristics of the United States 
measure with those of its counterparts in these other coun-
tries •. It is apparent from an examination of these measures 
that the quality of the techniques and methodologies which 
are employed in their development and maintenance vary widely. 
i 
Increase in Importance and Use 
As it was pointed out in the opening chapter of this 
paper,'· the· Consumer Price Index for the United States is one 
of the more important statistical series currently published. 
Over time it has increased in significance due mainly to 
three· fac·tors: 1.. The expanding awareness of economic 
problems, phenomena, and statistical devices used to measure 
them, 2. The occurrence of periods of national crisis such 
as those imposed by wars or the dislocations and aftermaths 
------------------------............ 
• 
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accompanying such catastrophes which necessitate increased 
knowledge of the price structure, a condition which has pre-
vailed in the United States and in fact throughout the world 
over the past 15 years, and 3. The incorporation of· this 
measure into cost-of-living clauses in collective bargaining 
agreements on an increasing scale. 
The most notable and widespread application of the 
Consumer Price Index in the United States has been in col-
lectively bargained ncost-of-living escaiator clauses 11 which 
currently affect millions of workers throughout the country. 
Conversely, the usage and application of measures of consumer 
prices in collective agreements in EuroiEiS not as widespread. 
Information presented in Chapter I of this paper and also in 
Appendix A demonstrate that European governments utilize such 
measures in their respective countries in connection with 
minimum wage legislation and the setting of wage scales for 
certain classes of workers. However, collective agreements 
·in Europe do not conspicuously utilize cost-of-living clauses 
based on their respective Consumer Price Indexes. 
It is not the purpose of this paper to investigate the 
underlying forces involved in European collective bargaining. 
Some indications of the complexity and difficulties involved 
in such an analysis were shown in Chapter III, particularly 
with reference to the Belgian Index and the inability of labor 
and management in that country to agree on a suitable type of 
------------------------......... ..... 
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measure of this area of prices. 
~One outstanding feature emerges from the Belgian 
situation which is probably symptomatic of the underlying 
reason behind the absence of cost-of-living escalator provi-
sions in collective agreements in other European countries. 
Labor and management apparently lack confidence in the m~a­
sures of consumer prices currently existing in certain 
European countries and eschew their utilization, thus casting 
serious doubts on the usefulness of such measures. 
In the United States, this is not the case .. Labor and 
management more readily incorporate -t'cost-of-living 11 escalator 
provisions into collective agreements based on the Consumer 
Price Index for the United States as prepared by the Bureau 
of. Labor Statistics reflecting some degree of confidence in 
this Jileasure •. 
We move therefore to the basic thesis in this paper, 
namely, a comparison of the techniques and methodologies 
involved in the construction and maintenance of a measure of. 
consumer prices, and from this compar-ison some light may be 
shed on the degree of use and usefulness of the various 
measures considered here. 
-----------------------------..... 
'1 
II. COMPARISON AND EVALUATION OF TECHNIQUES 
AND ~~THODOLOGIES 
Pricing Techniques and Methods 
The first area to be considered in this comparison 
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and evaluation will be the techniques and methodologies of 
pricing ·practices. 
The United States measure utilizes rigid specifications 
developed carefully with a view to the practical problems 
involved in price collection. 
Field Collection 
In the actual field collection of price data for the 
United States measure, 
. "Pricing by specification proceeds on the basis 
that the collection agency predetermines the major 
quality characteristics of each item for which 
prices are desired and sets the tolerance limits 
for quality variation. The collection-process 
involves the selection from among all the various 
items offered for sale, those that have the pre-
determined characteristics."75 
Field agents engaged in price collection for the 
Bureau of Labor Statistics are required to observe strictly 
the rule of pricing PY specification in order that price 
changes shall be measured and not quality changes of items 
priced. 
75Average Retail Prices, Bulletin 1182, United States 
Department of Labor, Bureau of Labor Statistics, June 1955, 
p. 7. 
--------------------------.... 
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Careful field supervision, editing of collection 
schedules, check pricing and ~he requirement that field 
agents submit a narrative report on any unusual situations 
or deve~opments which might have an effect on the price of a 
; 
particular item·are the means the Bureau of Labor Statistics, 
utilizes to insure that the quality of the specification 
pri~ing involved in the Index is of the highest order. 
The United Kingdom Index utilizes mail questionnaires 
in collecting prices on. clothing, fuel, rents, to some extent 
house furnishings, rail and bus fares, and alc.oholic drinks . 
Generally speaking, this· measure involves collection of 
practically all price data,by mail, with the exception of 
food prices. It is difficult to ·enforce rigid specification 
pricing .techni'Q.ues in such a system, since much discretion 
is left to the respondent. 
In France, price collect1on is accomplished through 
' personal interview for all items. Food prices are collected 
four.times a month and the average of the four weeks is 
utilized in the measure. Specification pricing is adhered to 
and check pricing ,is also invoked by field agent supervisors. 
Price collection is of an apparently high order in the main-
tenance of the French measure. 
The Italian measure also utilizes personal interview 
techniques in collecting price data and specifications are 
developed, and insofar as possible adhered to. Agents from 
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the statistical servipes offices of the 91 provincial capitals 
collect this information~but close field control and super-
vision is not practiced by the Central Statistical Institute 
·, 
which implies that a good deal of reliance is placed on the 
intelligencej discretion~ and integrity of the ·field agents 
in the: provincial capitals* This lack of close control on 
' 
field operations could be the source o~ serious weakness in 
the price collection techniques in the· Italian measure. 
• In Germany~ where statistical techniques in this field 
are ge~erally of a high order~ price collection is conducted 
throug~ personal interview by carefully trained investigators. 
One of:the difficulties~ howeverj in the German statistical 
services is the fact that the State Statistical Offices in 
Germany, although working closely with the Federal Statisti-
cal Officej are not under close control by the cent~al 
agency.76. However, on the basis of the generally high level 
of staoqistical techniques ·ut.ilized in the development of the 
German measure~. and the thoroughness that has characterized 
German :statistical workj it seems reasonable to assume that 
specification pricing of a high quality probably prevails in 
this me:asure. 
7~ased on personal conversation with Wendell D. 
Macdonald, Regional Director of the New England Regional 
Office of the United States Bureau of Labor Statistics. Mr. 
Macdonald worked closely with European labor statisticians 
during.l954, establishing systems of statistical measure-
ment of productivity in European countries. 
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'At the far end of the spectrum of quality with regard 
to mea~ures of consumer prices~ lies the Belgian measure. 
Price collection for this measure is also on the basis of 
I 
person~l interview by special agents who reportedly price 
items conforming to rigid speci~ications. Of the 56 items 
priced,in this measure) 34 items are food; heat and light 3; 
clothing 12; and miscellaneous 7. The problem of pricing by 
specification for food items is somewhat less than the 
problem of specification pricing in more complex items) such 
as, house furnishings and clothing. With over 60% of the 
items included in the Belgian Index accounted for by food 
items, .it follows that pricing problems are less. Despite 
the undeveloped nature of the Belgian measure) personal inter-
view pricing "'is utilized. 
In summary) the United States Index, as far as ·actual 
field ~ollection is rioncernedJ utilizes rigid specification 
pricing practices and supports this operation with field 
superv:Lsion and control together with check pricing. In 
this technique the United States.measure is second to none 
of the European measures and is certainly superior to the 
United Kingdom measure which utilizes mail questionnaires 
widely. The United States measure does utilize mail ques-
tionnaires with respect to utility prices) such as~ gas and 
electricity, certain insurance charges and state taxes which 
are uniformly applied) and rents. However) this usage is 
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emplo~ed only where the problem of specification is minimized 
and, conseq_uently, does not detract from the quality of the 
Index and, in fact, is a more efficient technique of data 
collection. 
The rent collection technique, however, has raised 
certai~ problems in the Consumer Price Index in the past two 
or three years due to a large amount of tenant turnover. 
Consequently, the Bureau of Labor Statistics is planning to 
collect even this information by actual field contact in the 
I 
future~ 
Outlets Priced 
The outlets from which prices are collected for the 
measur~s in each country discussed in this paper were 
determined by officials of the agencies responsible for their 
respective series. This is a very difficult and formidable 
task. 
The Bureau of Labor Statistics makes the following 
statement concerning its own problems and techniques in 
setting up the sample of outlets to be priced: 
"As for all the other sampling stages for the 
CPI, the samples of stores, service establishments, 
doctors, dentists, and other sources from which 
prices are obtained, are those that sell and pro-
vide the goods and services purchased by wage 
earners and salaried clerical workers. In setting 
the general design of samples for groups of com-
modities sold or services rendered, and location, 
were taken into account. 
• 
"The basic statistical data required for classi-
fication by these factors are not fully available 
from any one source. However, through the assembly 
of data from a variety of sources and subsequent 
testing by field collection, the resulting samples 
yield a measure of price change that has a reason·-
ably high degree of accuracy for index purposes and 
also for the calculation of average prices for many 
of the commodities and services. 
"The 1950· consumer expenditure survey, which 
included a 'where bought' question for many com-
modities, was used where possible in setting up the 
design of the outlet sample and in some cities, even 
for selecting the individual units for the sample. 
Sales by merchandise lines available in the 1948 
Census of Retail Trade provided additional evidence 
for many. cities on the importance of the various 
types of outlets. The approximateimportance of re-
tail- sale{:! ::by section of city and other pertinent 
information on distribution was supplied by chambers 
of commerce, retail trade associations, and similar 
local organizations. Thus, for commodities, a 
picture of retail distribution in each city was built. 
For services, basic data for designing the samples 
were obtained primarily from professional and trade 
organizations in each city. 
uA special experimental pricing project was 
designed to guide the Bureau in the selection of 
price reporting sources. This study was conducted 
in 1950 during the revision of the CPI and was con-
cerned primarily with the variability of price 
movement among outlets. Prices for approximately 
75 commodities were secured from a wide variety of 
stqres in all sections of Chicago, Ill. and 
Youngstown, Ohio. The data were indicative of the 
vaviability that could be expected in price move-
ment among sections of a city, among types of 
stdres, and among stores of the same type.n77 
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Thi~ determination of the outlet samples was of a 
higher technical nature than the systems utilized by any of 
77Average Retail Prices, Bulletin 1182, United States 
Department of Labor, Bureau of Labor Statistics, June 1955, 
p. 13. 
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the foreign agencies in their development of outlet samples. 
In ·the case of Italy, Belgium, France, and the Utii ted Kingdom 
the criterion invoked was to select outlets for reporting 
purposes which were npopular" or where working families 
usuallY made their purchases with some regard for the size 
and type of outlet (such as the Cooperative Society in the 
United Kingdom). Much was left to the discretion of the 
officials charged with setting up these samples and it may be 
safely inferred that the basic research which supports the 
selection of outlets utilized by the United States Bureau of 
Labor Statistics was not invoked by officials of these four 
countr~es concerned with this problem. The exception to this 
statement is West Germany where the following technique was 
utilize.d- in setting up the outlet sample. 
"The selection of outlets is made after consultation 
with organizations of retail trade, employers, employees, 
trade associations, and guilds.rr78 Some examination and 
research on this problem is thus incorporated in the tech-
niques ~nd methodologies underlying the West German measure 
of cons~mer prices, but again the techniques and methodologies 
of the United States measure are more thorough, objective, and 
of a higher technical nature. 
· 7~oreign and International Labor Information, Labor 
Statistics Series in Germany (West) in 1953, United States 
Department of Labor, Bureau of Labor Statistics_,'July 1954, 
p. I-3. 
•• 
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Summary of Pricing Techniques and Methodologies Utilized in 
Measures Considered 
It then follows that in the two principal facets of 
pricing, field collection and outlet sampling, the techniques 
and methodologies incorporated in the United States Consumer 
Price Index are distinctly superior to those in the measures 
of Italy, Belgium, the United Kingdom, and France. From the 
standpoint of control of field operations, basic research 
and the objective development of the outlet reportingsample, 
it is also superior to the West German measure. 
Expenditure Surveys, Techniques and Methods 
As students of index number techniques realize, the 
value and quality of an Index of consumer prices depends and 
is essentially based upon the underlying weighting pattern 
used in such a measure. As Professor King states: 
· "Finally, it is hoped that the fact has been 
made absolutely clear that the problem of index 
numbers is merely a specific instance of the problem 
of·sampling, and that, therefore, the merit of an 
index number depends wholly upon how closely the 
average of the sample corresponds to the average 
of,the totality."7~ 
.It is necessary to study the attributes of a certain 
universe through the technique of sampling in .order to make 
certain inferences concerning this universe and to develop 
79willford I. King, Index Numbers Elucidated, (New 
York: Longmans, Green & Co., 1930), p. 220. 
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appropriate weights for the items pertinent to the problem 
included in the index number, How could one be certain as to 
what weight to assign, for.example to pork products, in a 
measure of consumer prices if one did not have any informa-
tion on the relative importance of such items in family 
expenditures? It is necessary, therefore, to make sample 
surveys of the universe the Index purports to measure. 
·. It is shown in Chapter II that the expenditure study 
for the United States Consumer Price Index utilized a random-
stratified sample in studying the universe the Index was to 
be concerned with. Random stratified sampling techniques are 
the most effective and accurate methods for studying such a 
large and complex universe. In a comparison of this charac~ 
teristic of the United States measure with those of the other 
countries this paper is concerned with, certain points stand 
out in.sharp contrast. 
The Belgian Index, as stated earlier, is undeveloped. 
No weighting pattern has been ,applied to this measure to make 
it reasonably accurate or meaningful. The recent attempts at 
an expenditure study have been severely criticized by various 
groups ;in that country and development of a good measure is 
stalemated. 
The discussion of the Italian Index disclosed that the 
weighting pattern was arbitrarily determined and not based on 
a basic study of family consumption habits. This, of course, 
• 
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raises: serious questions on the quality and validity of the 
Italian measure and from the standpoint of the quality and 
work accomplished on similar measures in other countries~ the 
Italian measure may be regarded as inferior in. this respect • 
. The Index for the United Kingdom suffers from several 
defici~ncies. Th~ weighting pattern was developed in 1937-
38 and only revised in a limited fashion in 1947 and 1952. 
The original survey which forms the essence of this weighting 
pattern did not use scientifically developed random sampling 
techniques and the account book method of data collection was 
utilized. It was pointed out earlier in this paper that this 
technique might be the source of serious bias. In addition, 
these account books were culled for suitability and this 
technique could influence the representativeness of the data 
in the sample in an adverse fashion. An expenditure study is 
currently underway in the United Kingdom for the purpose of 
revising the weighting pattern of this Index, but at this time , 
,. 
no information is available on the techniques or extent of 
this suryey. It is apparent~ however, that a revision of 
this Index with another survey of consumption habits is 
essential if the quality of this Index is to be of a high 
order. 
In France, the expenditure surveys supporting the Paris 
and 17 Provincial Cities Indexes were conducted in 1948 and 
1949, utilizing random sampling techniques and the personal 
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interview method of collecting invormation on family e:xpend-
itures. The additional s·tep of stratifying the universe in 
order :to get more accurate and effective :r;>esults fr.om this 
sample survey was not invoked, but stratification is not 
always necessary. Although the random sampling technique 
may h~ve been quite adequate, the collection of data was com-
plicated by a high rate of refusals to cooperate on the part 
of families included in this study. 
In the French survey of 1948 the rate of refusal was 
40% (compared to 5% in the United States) and this difficulty 
could be a source of serious error. The National Institute 
of S tatis.tics and Economic Studies undertook another survey 
' 
in 1949 'to c~eck the results of the 1948 study and also to 
minimi~e the effect of refusals on the overall result. By 
careful tabulation and analysis of the results of these two 
surveys, it was assumed that the results were adequate. 
"Taking all factors into consideration, it was estimated that 
the maximum error in the calculations due to sampling was 5 
per cent of total ~xpenditures.rr80 ·This is a fairly high 
degree of accuracy (relative error - 5%) and considering the 
techniques involved, the French measure is one which must be 
regarded favorably with respec,t to the underlying studies of 
consumption habits supporting the weighting pattern of this 
80poreign and International Labor Information, Labor 
Statistics Series in France in 1952, United States Department 
of Labor, Bureau of Labor Statistics_, _July 1954, p. I-27. 
• 
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measure. 
The Consumer Price Index in West Germany is based on 
an expenditure study in 1949 covering 106 areas in the Federal 
Area. This study utilized random sampling techniques and 
data was collected through the use of account books. Quali-
tatively speaking, the German Index with respect to the 
techniques uti-lized in this· survey suffers from the inherent 
difficulty already noted for the account book method of col-
lectiop of data. However, the German statisticians developed 
weight~ng diagrams for 3 income levels in the universe 
studied and utilized these in their Index. They also con-
tinue expenditure surveys eacp year for the purpose of making 
revisions in the basic weighting pattern in their measure. 
In these latter two respects, the German Index is unique. 
This should not be interpreted as meaning the German tech-
niques are superior to those in all_other measures. This is 
not the case. The French and United States-measure utilized 
good sampling techniques and personal interview data collec-
tion methods. 
The German Index by the use of the. account book method 
of data collection probably contains some bias due to non-
inclusion of poor record--keeping families and also because of 
the greater possibility of respondent bias when so much dis-
cretion is left to the respondent in supplying data by the 
account book technique. However, any disparity of quality 
( 
• 
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Which .exists in the German Index is nullified to some degree 
by the fact that they·are continuing studies of consumption 
habits and incorporating results of these studies into their 
Indexes. 
In considering the techniques and methodologies of 
the six Indexes, the following conclusions are readily 
apparent. The United States Index is based on an excellent 
sampling technique and data collection process. In this 
respect it is above reproach. The German Index probably 
reflects current consumption habits somewhat better than the 
United States measure because of the failure to revise the 
weighting pattern of the latter Index since the major revision 
in 1952. Minor revisions, "linked" into the German Index, 
serve to modernize it as well as preserve its continuity. 
The French measures for Paris and the 17 Provincial Cities 
are essentially good measures but fail in the same aspect 
which detracts from the quality of the United States measure. 
The Belgian and It.alian measures are distinctly inferior 
.with regard to techniques and methodologies required for the 
development of .a good weighting pattern through a survey of 
expenditures. Neither of these latter two measures uses a 
weighting pattern developed by a survey of consumption habits • 
The weights in the United Kingdom measure are based on an 
old survey. This survey did not utilize random sampling 
techniques (these techniques were still being developed in 
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the thirties) and the account book method of data .collection 
leaves much doubt about the accuracy of survey results. 
Historical and Maintenance Factors Affecting Quality of 
Indexe.s 
In considering these measures a brief discussion of 
the developmental history of the Indexes is in order since 
the value and usefulness of an Index of this type over time 
depends on its qualities as a series. Also, the past history 
of an lndex will shed some light on its current qualities • 
. The United States Consumer Price Index is a continuous 
officially ttlinkedn series available from 1913 onward. This 
' linking has been possible because of the broad scope of this 
measure since its inception. Items included in an Index of 
this type change over time along with changes in consumption 
habits. It is possible with sufficient items and knowledge 
of their price levels to group these items in such a fashion 
that they can be ttlinkedn to form a continuous·series. 
None of the five European measures considered in this 
paper have been nlinked 11 and thus much of the trend. value of 
such a.measure does not exist. The early United Kingdom 
Index was limited to those things regarded as necessaries of 
life and only in the postwar period was it expanded to a 
more comprehensive list of items entering into the consump-
tion habits of the population in that country. The earliest 
• 
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. French Index for Paris included 13 items for which prices 
were collected in contrast to 213 items today. The Italian 
measure is not a continuous and consistent series for two 
reasons. The earliest measur~s were localized, covering only 
certain cities, and the war interrupted all work on this 
measure. The ~elgian Index has gradually expanded the number 
of items in its coverage, but this does not contribute in 
any way to a consistent and continuous series because of the 
nature of this measure. No comment can be made regarding 
the West German measure since it is of fairly recent origin. 
It maybe assumed, however, that if the war had not .disrupted 
this series, the Germans would have had an Index series which 
would possess the qualities of consistency and continuity. 
Maintenance of Quality 
In its earliest stages the United States Consumer Price 
Index was based on extensive research and was undertaken on a 
large scale. Continued work and interes.t in this measure is 
apparent in its current quality. By contrast, and generally 
speaking, the earliest efforts in any Indexes of the European 
countries discussed here were on a limited scale and subsequent 
efforts have been quite limited except in recent years. 
As Doctor Persons wrote: 
nWhen we have adopted a certain base and constant 
quantities for an index which is being continued 
currently we should not think that our problem has 
•' ' ' 
• 
been settled once and for all. The continuity of 
series of index numbers is necessarilyinterrupted 
by economic changes. New data may make both the base 
and the quantities obsolete. The data, therefore, 
should be constantly watched and the index should be 
periodicall~ revised to correspond to current avail-
able data.ntsl 
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To make an evaluation of the quality of the mainten-
ance of a measure of this type is difficult since muchtinter~ 
nal information on the problems and factors affecting such a 
measure would be necessary. It is an established fact that 
the quantity of resources which can be devoted to research 
into the problems and factors affecting such an Index 
determines to a large degree the qua~~ty of the maintenance 
of this type of measure. 
The Consumers' Price Index for the United States is 
under constant surveillance by the people charged with this 
development and publication. New items are linked in as 
necessary, based on careful field research regarding consumer 
demand and preference for new items. Quality through the use 
of careful specification pricing standards is maintained and 
insures the Index measures price changes and not changes in 
the inherent properties and characteristics of the items 
priced. Market and other economic conditions are carefully 
watched for poSsible influences these may have on the measure, 
8lwarren M. Persons, The Constructi·on of Index 
Numbers, (Boston: Houghton Mifflin Co., 1928), p. 84. 
• 
as for example the recent rise in the importance of the 
"discount house 11 type of retail outlet. 
The personnel of the Bureau of Labor Statistics are 
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constantly engaged in research or the making of recommenda-
tions for research or incorporation of new factors or features 
into tpis measure. It is not always possible to carry out 
these intentions and suggestions for the maintenance and 
improvement of the Consumer Price Index. Many requests to 
the Congress for appropriations to carry out work for this 
purpose in recent years have been rejected. 
With regard to the European measures, in the absence 
of knowledge of internal market and economic problems which 
arise and with which European labor statisticians must·cope 
in ord~r to maintain the quality of their measures, the 
following general statements may be made. 
Within the limitations of resources, it appears that 
the German and French measures of consumer prices are main-
tained at a fairly high level of quality. The French 
. 
utilize extensive field supervi~ion and control, and in dif-
ficult cases actually'purchase items to determine prices. 
The Germans with their great attention to meticulous detail, 
their rigid specification pricing practices~. and their 
·continuous attention to consumption habits of the population 
covered by this measure, also maintain a high degree of 
quality and accuracy in their Index. The Italian, Belgian, 
• 
( •. ·.
. ' 
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andUnited Kingdom measures suffer from certain fundamental 
deficiencies already noted and this makes the problem of 
qual~ty maintenance of these measures quite superfluous. 
In summarizing this point, it may be said that the 
maintenance of the Consumer Price Index for the United States 
is of a fairly high order. This is. limited, however, by the 
failure to secure funds to undertake certain research and 
incorporate new features into this measure to make it more 
realistic and accurate, The German measure appears somewhat 
better in this respect because of the continuous nature of 
the research carried on pertinent to this problem. It cannot 
be definitely stated that the French measure is superior to 
the United States Index with respect· to the maintenance of 
quality, but it is apparently an essentially good measure. 
Publication Factors - An Important Aspect of Any Consumer 
Price Index Series 
Of major importance in any statistical series with 
particular reference to its ;frtilization is the element of 
timeliness and ready availability. All of the measures con-
sidered in this paper are published in readily ayailable 
sources. There is some variation in the time.lag for.each of 
these measures which is an important element for consideratio~ 
The time lags between the dates for which the Indexes are 
developed and their eventual publication are given as .follows: 
·e 
• 
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U.S. Cons~ers' Price Index 
- approximately 3 weeks 
French Consumers' Price Index - approximately 2 weeks 
West German Consumers' Price 
Index 
- approximately 3 weeks 
Italian Cost of Living Index - approximately 8 weeks 
United Kingdom Interim Index of 
Retail Prices 
- approximately 6 weeks 
Belgian Index Numbers of Retail 
Prices 
- approximately 1-2 months 
On the basis of this information, it can be seen that 
the French measure is the most promptly published and ~he 
United States measure, together with the West German Index, 
follow, closely with a time lag of three w·eeks. The other 
measures fall far down this scale with regard to timeliness 
of publication. Belgian labor and management both feel that 
the time lag in their Index seriously detracts from its 
informational and ut'ility qualities. 82 
The United. States Constimers 1 Price Index is fairly 
timely•in its publication. No severe and valid criticism can 
be directed at this measure in this respect. When one con:... 
Siders the immensity of the task of pric·e collection, the 
monumental calculations which must be made in developing each 
' 
monthly Index, and the simultaneous release of this informa-
tion in all parts of the United States, approximately three 
weeks after final data is submitted, then it cannot be 
cogently argued that the United States Bureau. of Labor 
Statistics is inefficient or remiss in this aspect of its 
82Based on personal interview with members of Belgian 
Productivity Te?m No. T.A-32-72 in June 195_2. 
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operation. 
However, present day economic and industrial condi-
tions .do place considerable ~mphasis on speed in the avail-
ability of major economic series in the United States. This 
is an area and problem which will result in considerable 
pressure in the future on the Bureau for more speed in the 
development and publication. 
Base Period Practices 
The base period used for expressing the Index number 
is alsb an important consideration in evaluating such a 
measure. 
· Base periods covering at least one year and preferably 
several years are regarded as good statistical practice. 
~ 
The possibility of unusual circumstances which might prevail 
in a particular year makes the usage.of a base period 
covering several years an even more desirable technique. 
Base periods should also be placed in a recent period 
of time for a more meaningful comparison.83 
The base periods for the Indexes considered here are 
as follows: 
83For a discussion of the problems on the selection of 
base relative to index number construction see Frederick E. 
Croxton and Dudley J. Cowden) Applied General Statistics, 
(New York: Prentice Hall Inc., 1949), p. 586. 
U. S. Consumer Price Index 
Belgian Index Numbers of Retail 
Pric.es 
French (Paris and 17 Provincial 
Cities) Consumer Price Indexes 
West German Consumers' Price 
Inde~ by Consumer Group 
Italian Cost-of-Living Index 
United Kingdom Interim Index of 
Retail Prices 
- ~947-49 = 100 
- 1936-38 = 100 
1949 = 100 
1950 = 100 and 
1938 .. 100 
- Jan. 15, 1952 
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1938 = 100 
= 100 
:By inspection of this table it can be seen that the 
base period utilized in the Consumer Price Index for the 
United States meets the criteria set forth in the preceding 
paragraphs with regard to desirable characteristics of a base 
period better than any of the other measures considered in 
this paper. This base period incorporates a time span of 
three years and is placed in a fairly recent period of time. 
III. SUMMARY OF PRESENT CONDITION OF 
EUROPEAN MEASURES OF CONSUMER PRICES 
~efore closing this chapter comparing the essential 
. . 
points pf technique and methodology of ~he Co~sumer Price 
Index of the United States with those of its Eu~opean counter-
parts considered in this paper, a few statements-on the 
present condition of the European measures are warranted·. 
The measures of consumer,prices in thf3 maj-ority of 
the European countries considered in this paper are of poor 
quality. It has been seen that certain of these Indexes are 
not adequate for the task of measuring price changes in this 
• 
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important area of the price structure for a variety of 
reasons. Exceptions to this general statement are -the French 
and West German measures. 
These latter two measures incorporate techniques and 
methodologies of a high order and are adequate to the task 
for which they were constructed. 
The other three measures are inadequate for several 
reasons - lack of a weighting pattern, nee~ for revision, the 
arbitrary nature of the weighting diagram, poor pricing 
practices, slow publication, apparent lack of maintenance of 
the quality of the measure, or poor base period practice. 
With these weaknesses in the techniques and method-
ologies supporting the~e measures, the conclusion may be 
drawn that for the past several years, no good information 
• 
with any degree of precision on the consumer price level or 
its movements is available for these nations. This has made 
difficult any legislation, collective bargaining or analysis 
pertinent to consumer price problems prevailing in these 
countries. This is unfortunate, because the entire period 
from 1939 forward has been one characterized'by inflationary 
pressures on the price structure of every nation throughout 
the world.84 
84see Irving B. Kravis and Ann S. Ritter, "World 
Prices, 1948 Compared with 1939n, Monthly Labor Review, 
Vol. 67, No. 5, November 1948, pp. 467-475. 
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The question arises then, considering the complexity 
and difficulty of current economic problems in these countries, 
why are they lacking a good measure of the consumer price 
level? An answer to this problem appears to fall into three 
parts •. First, there iS not the interest on the part of the 
general public in these European nations in statistical:mea-
sures of these economic phenomena • 
. With this lack of interest~ gover~ent support of mea-
sures of this type has been weak and somewhat indifferent. 
Statiatical series require money and resources in their 
development and maintenance and this has been shown to be no 
small task. There is no profit in the making of a statistical 
series such as a measure of consumer prices~ yet the need for 
measures of this type in the complex economic world of today 
is very great. Therefore~ such an undertaking needs govern-
mental support. Unfortunately~ in Europe~ this support has 
not been forthcoming. 
. 
The second answer to the question regarding reasons 
for the·lapk of adequate measures of consumer prices in 
Euro:J;S appears to be attributable to World War II and the 
chaos and confusion which inevitably follows such a catas-
trophe. Statistical measures of this type are not of immedi-
ate and over-riding importance. Immediately after a war~ 
such pressing problems as food supplies, monetary conditions~ 
reconstruction. of urban' and industrial facilities destroyed 
• 
• 
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or damaged by the war are of primary concern and necessity. 
It is oply after such problems have been dealt with that 
attention and resources·can be devoted to the development of 
statist~cal series, important as these may be. Consequently, 
much of the time and attention of the governments of these 
countries has of necessity been devoted to the pressing 
requirements of immediate problems, and that class of impor-
tant but secondary problems, to which statistical series of 
this _type must belong, has been relegated to.a secondary posi-
tion for later consideration. Therefore, any criticism o'f 
European measures of consumer prices must be made in the light 
of this prevailing and unfavorable environment toward the 
development of such measures. 
•The British Government has now authorized the Labour 
Ministry to revise their Index and this work is currently 
underway. The Italian Index appears to be a hasty improvisa-
tion t,o deal with post-war price problems, and it is to be 
hoped that attention will soon be directed at the development 
of an 'adequate .measure for that country. 
The third reason for the inadequate state of certain 
European measures of consumer prices appears to be dissension 
among groups of the general public in many of these nations • 
This reason applies.particularly to Belgium where severe · 
dissension has actually handicapped efforts at the development 
of an adequate measure of consumer prices. F~ance; of course, 
• 
-
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has been wracked by political turmoil and conditions in many 
respects as problematical as those prevailing in Belgium. 
Des~ita these difficulties,. the National Institute of 
Statistics and Economic Studies in France has been able to 
develop an Index of high quality for Paris and 17 Provincial 
Oities~ This has not been accomplished without difficulties, 
~ 
and it is certain that cultural, political, historical, and 
ideological differences, the basis for much dissent and dis-
. s_ati.sfaction in Europe today, work strongly against the 
development of adequate statistical measures of this type. 
Despite these difficulties, we have seen two measures 
of consumer prices of a high quality in Europe. The West 
German Index actually contains two features (continuing 
expenditure surveys and presentation of the Index by income 
groups) which one might wish to see incorporated into the 
United States Consumer Price Index. It is to be hoped that 
with the passage of time and the diminution of problems 
attributable to World War II in Europe, that .those countries 
without good Consumer Pri'ce Indexes will raise the quality·of 
these measures to a level at least as good as the best Indexes 
considered here. 
CHAPTER V 
SUMMARY AND OO:NOLUSIOll 
J:. StOOlARY 
With the growth of eQDlp~ex eeonomie structures in 
nations throughout t~e w~rld the s~·~equent probJ.ems 
re~ated to the ~ie~d or eonsumer prices, it has become 
necessary_ in :faet imperative, that some knowledge be 
available concerning movements of-consumer price levels in 
order to deal inuelligently and effeetively with problema 
related to changes in these l.evel.s. 
. -
The rapid development of index number techniques in 
the l.ate nineteenth and early part of the twent~eth eentuc 
ries made P?ssible the construetion of measures of consumer 
prices on an index aumber basis. 
Material has been·presente4 in t~s paper, dsmon-
strat~ the t.portance and multiple applications ef a 
measure of consumer prices- with particular reference to the 
Cons~er Price Index of the United States, ·as developed, 
maintai.Jled and published by the United States Bureau of 
Labor Statistics. 
It has been shown that the Consumer Pr1ee Index of 
. . 
tne Unitea States is a w14ely ut1~1zed statistical measure, 
fin~ng application 1n aeonGmie analysis, goveramental 
eonsidex-ation regarding the ef'.feetiveDess ef legis:Lati~on· stieh 
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as pr~ee eontre1 or as a guide for econam~e po~ey matters. 
The most important and notabJ.e use of the princ~pal. measure 
of consumer priees in the Uaited States is the ineorporat~cn 
of this measure into coJ.J.ectiveJ.y bargained "eost-of-living 
~ 
esea1ator e1auses" in union agreements. ~s latter appl.ie-. · 
-
ation means that the Consumer Priee Index for the United 
States aff,eets d1reotl.7 and definitely the wages of m~J.l.ions 
of workers throughout the nation. 
Measures of consumer prices are aJ.so ut1J.ized in 
various EurQpean countries to deal. with problems arising fran 
p~iee J.evel. cbanges8 but the extent and type of application 
differs from that preva111ng in the United States. Utili-
zation in eolJ.eet;ve agreements involving rtcost-ef~liv~ 
-
esoa1$..tor cl.auses" based on the of:f'ieial. measures exieting 
-in various countries in western Europe is not widespread. 
Material. has been incl.uded, giving exampl.E!S ·of applieation, 
which general~ indicate that the various European measures 
of eonsamer prices are l.argel.y. applied to mintmmm wage 
l.egislation or similar practices by their respective gQvern-
ments. 
Because of the extensive u:t111.zat1en and importance 
ef measures ei' consumer priees~ part1eul.arly the ConsturLer 
Price 'Index il'l the United States, thi.s thesis has been de-
voted to comparing tlae te~bniqu.es Slld methodologies which 
enter into the construction and mailltenance ei' the Consumer 
l 
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Pr:tee Index for the Uni.ted States with the same qual.ities 
of i.ts counterparts in the Unit~d Kingdom~. F·ranee. -Belgium,. 
J:tal.y and West Germ&.ll1'• Teebniques and methodol.ogi.es are tm 
essential., qual.ities of a measure of t~s t.ype and are the 
' . 
enl.y basis for a val1d comparison. 
From a comparison of the teehni~ues and methedol.ogies 
iltlvol.ved in the construction end maifiteaance of each of the 
above ;measures of consumer prices, it wauld be possible to_ 
draw c:onclV.s1ens -regard1ng the qual1ty ef the Constmi.er Price 
I , . 
Index.'for -the United States. 
Each of these measures of consumer prices has been 
examined in same deta1l with respect t0 the ~portant 
' features CDf ava1lab111ty and pabl:i.eatien, base period, 
popu:Lation and areas covered by the measure • index f'ol'mUl&• 
expenditure studies.supporting. the measures. properties of 
the series. pric1ng techniques and other pertinent information 
wlneh woul.d shed llgb.t on their essential qual1ty. 
It has a1se been shown that the use and usefulness ef 
the Consumer Price Iadex fer ~e United States reflects to 
sane degree the confidence of Labor and management in the 
qaal.ity o~ the Index_. in effeet a demonstration ef ~plicit 
trust in the teebn1~ues and methodologies wh1eh enter into 
th& eonstruct1en and maintenance of tbJ.·~ Index. 
On the bas~s of comparison of une ~pertan~ ~eatures 
1nvol.ved in the techniques and metb.Qdol.ogies Ullderly'ing each 
of the measures of consumer prices considered here the 
following summar,y statements regarding the. Consumer Price 
Index fer the United States ean be made. 
1. The Consumer Price Index for the United Statea 
utilizes pricing teeha~ques and methodologies superior to 
those of any other measure of consumer priees eonsidered 
here. 
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2. The techniques utilt.z;ed 1n the expen~tures 
surveys w~ch support_ the weighting pattern of an index of 
this t.ype are superior in the measure for the United States. 
bei~g based on an elaborate and carefully devised samp~ 
teo~i~ue, followed by painstaking and metieul0us control of 
the actual field collection of data. 
3. It has been shoe that the Consumer Price Index 
Series for the United· States has been o:ff1eia1l.ly "l.inkedtt 
- . 
and thus possesses properties of eaMparisen and continuity 
wbieh are lacking b any of the European measures considered 
1n this paper. 
4. The Bureau of Labor Statistics has accumulated a 
vast amount of knowledge and technical sld.ll. which 1 t has · 
maintai.ned at a ldgh l.e·vel.. These qualities are focused on 
~intaining the best possible measure of consumer prices 
.Whien available resources per.m1t1 an ±mportant eensiderat~on 
in any evaluation e£ the teehn1ques and methodo~egies in-
vo1ved in a measure ef this ty»e• 
5. Pub~ieatien ef the Consumer Price Index for 
the united States is prompt~ ref1e~ting an efficient data 
co11ection and tabu.l.ation process. Pranpt pub11cat·1on 
increases the ueful.bess of sueh a measure and th.e 
principal measure of consumer prices in the United States 
may be regarded as of high qual.i t,. 1n this t-espe ct • 
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. e. The base- period utilized in the Consume1' Pr.ice 
Index fer the United States conforms to good statistical 
practiee in a better faahion than &n7 of the ether measures 
considered in this paper. 
II. CONCLUSION 
On the basis of these C0JD.pe.rative findings re-
garding the techn:t,ues and methodologies involved in tae 
eonstnction alld ma:tntenance of the Gons~er Price Index for 
the Uni.ted States~ it ~ be eone1uded that this is a 
superior statistical meas~e of tbis type. 
Parties ut111~1Bg the Consumer Priee Index of the 
' United States may be con:fidel:lt that this Index is an ade-
, 
quate •easure of change 1R the level of eensumer prices. No 
other measure of consumer prices considered in this pape~ :ts 
as adequate or ~bodies techniques andmethgdo~ogies of equal 
qual.it~. 
APPENDIX A 
EXAMPLES OF UTILIZATION OF MEASURES OF 
CONSUMER PRICES IN EUROPE 
· The following quotations were taken from various 
issues of N~tes On Labor Abroad, illustrating instances in 
which utilization was made of the existing measures of 
consumer prices in certain European countries. 
United Kingdom· 
"Such increases as have occurred in retail 
prices account for about 10 percent of the wage 
increases in this period, resulting from sliding 
scale arrangements which have continued to 
operate in a number of British industries. The 
· executive of the National Union of Mineworkers, 
at its recent ~nnual convention, announced that 
it would shortly ask the National Coal Board for 
a new qgst of living allowance arrangement to 
replace that Which expired with the old index 
in .June 1947."e5 
Belgium 
"Wage adjustments to compensate for increased 
costs were agreed upon in late December 1950 for 
all· Belgian workers in private enterprises, in 
line with decisions reached at a tripartite 
conference convened in October 1950. The agree-
ment followed a 2~month experiment with volun-
tary price controls, which failed to produce any 
substantial reduction in living costs. In 
Belgium, as elsewhere, price increases followed 
closely upon international developments in the 
summer of 1950. After more than a year of com-
parative stability, the official retail price 
85Notes On Labor Abroad, No. 9, September 1948, United 
States Department of Labor,, Bureau of Labor Statistics, p. 13. 
A 
•• 
index rose 7 percent between July and October, 
reaching 395 (1936-38=100). The pripartite labor 
conference convened October 23 agreed to postpone 
action on wage demands until December 20, 1950, in 
order to afford the Government and management an 
opportunity to effect at least a 5-percent red~c­
tion in consumer prices by voluntary means. Such 
a reduction, ltf achieved, would.return the retail 
price index to 375, approximately the August, 1950 
level. The agreement stipulated that if the desig-
nated price reduction were not achieved, basic wages 
would be· adjusted retroactive to October 1, 1950. 
It provided also that, regardless of the extent of 
price decline, all 1-mrkers whose wages had not ·been 
increased since October 1, 1950, would receive one-
time bonus payments to offset the.b:j.gh price levels 
during the last 3 months of 1950.n8o 
France· 
rrRefusal of the Cabinet to grant trade-union wage 
.demands caused the fall of the French Government on 
October 5. Agitation over the wage-price imbalance 
had been developing among the major non-Communist· 
and Communist trade-union federations since mid-
summer. nts7 · 
"Two major events took place in the :wage-price 
sphere in France in September 1951. New minimum 
wages were fixed by Government decree, and a bill 
tying the legal minimum wage to monthly changes in 
the cost of living passed its first reading in the 
French National Assembly. The circumstances leading 
to these developments indicate that:. ( 1) wages and 
prices· in France are still far from being stabilized; 
(2) pressures produced by the low level of real 
earnings continue to create situations in which non-
Communist trade-unions join with the Communist-
dominated General Confederation of Labor (CGT); and 
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• 86Notes On Labor Abroad, No. 17·, January 1951, United 
States Department of Labor; Bureau of tabor Statistics, p. 1. 
87Notes On Labor Abroad, No. 12, October 1949, Uni t.ed 
States Department of Labor, Bureau of Labor Statistics, p. 5. 
(3) the minimum wage legislation of February 1950 
may be subject to major changes~"88 
".A law providing for a sliding scale of minimum 
wages to increase automatically with the official 
Paris cost-of-living index was passed by the French 
Na.tional Assembly in June 1952. The bill was 
introduced to meet the urgent demands of all labor 
groups and of the Parties of the Left~ but none 
of them were satisfied with the form in·which it 
was passed, after 9 months of intermittent deba~e. 
The version of the bill enacted has not
8
¥et re-
sulted in any increase in money wages." 9 
88 Notes On Labor .Abroad, No. 24, September-October 
1951, United States Department of Labor, Bureau of Labor 
Statistics, p. 2. 
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89Notes On Labor Abroad, No. 27, Aug~st 1952, United 
States Department of Labor; Bureau of Labor Statistics, p. 1. 
APPENDIX B .7 
STATEMENT. ON 'UTILIZATION OF CONSUMER PRICE INDEX :FOR 
THE UNITED STATES 
The best pub~ished summary- on the uses of" the 
Consumer Price Index is contained in lfl:Le Consumers• Priee 
Index~Report of the Joint Committee on tne Economic Report 
on the Consumers' Price Index of the United States Bureau 
of Labor Statistics. The report states in the section 
concerned witli the uses of the Index: 
... Adjustment of wages -- The Index has always 
been an ~portant £actor in ~age negotiations~ but 
prior to the war (August ~939) its use in union-
management oontracts to provide for wage adjustments 
d~ring the ~ife of the contr~ct was not widespread. 
At that t~e. approx~ately 5 percent of the union 
agreements in· manufacturing industries allowed for 
intertm adjustments of wages based on the Index. 
Soon after the· war began an increasing number of 
agreements were concluded specifying automatic ad-
justments~ but undel:' the wage-stabilization progrem.~ 
these clauses were el~inated or suspended as a 
result of orders of the War Labor Board. 
Uit was when the Board later adopted the Little 
Steel for.mula.fer wage adjustments that the Index 
C?a:me into great prominence. 
"The 'Little· Stee~t; t0mula originated as a 
guiding policy of the National War Labor Board in 
its wage. deQision of·J~y 1942 1!1 the Little Steel 
case of Bethlehem Steel. Oorp.~Rep¥blie Steel Oor_p., 
Youngstown Sheet & Tube Co.~ and Inland Steel Go. 
~d was expressed as a definite policy fer all 
industries in October 1942. Between Januar,r J., 19416 
and May 1942 the cost of living as measured by the 
~eau•s Index increased b7 about 15 percent. The 
for.mu1a 11mited general wage increases to a tota~ of 
15 percent above January l, 1941, in order to can-
pensate fer 11\Creased living costs between January 
1941 and May 1942. 
•'The War Labor Board. in i.ts statement of poJ.i.ey 
in October 1942~ specified that geneDal wage· in-
e~eases of up to 15 percent above January ~8 ~941~ 
were pel"lUisaible and in his speech on Februa:ey- 9, 
1943# Director Byrnes announced as a basic wage 
policy .that there shouJ.d be no general wage in= 
ereases :1:n excess of the •Little Steel' formula. 
"In 1942 about 40 percent of manufacturing 
agreelll:ents had wage reopening on eost-o.f-living 
changes. 4 few based reopening on· such factors as 
profi.ts" prevailing wages, etc., but the majority did 
not specif1 conditions .for reopening •. 
.. 
"Since the end o.f the war there has been a de-
cided· increase in the number o.f agreements wlU.ch 
provide in one fo~ or another fer wage reopening. 
o:t 99 key agreements in. 22 major industey groups~ 71 
agreements in 1946 provided :tor wage reopening during 
the life of the agreements. Whi1e only 5 of these 
71 agre~ents related to wage negotiations ex-
elusively to changes in the Consumers' Price Index8 
the Index was one of the number of factors to.be 
considered-in reopening most o.f the contracts. 
~"On May 25 ~ 1948, one of the most important 
agreements using the Index was made between the 
General Motors Corp. and the United Automobile 
Workers (CIO) granting an ~ediate cost-of-living 
adjustment o:f 8 cents ~- hour and subsequent quar.-
terly adjustments based on ebanges in the Bureau 1 s 
national Consumers• Frice lndex." 
·"Determination of real wages-- The Index has 
been used for many years as a broad statistical 
measure of the changes in the purchasing ~ower of 
the consumer's dollar. It is the basis for most 
estimates of. changes over a period of years in the 
real earnibgs of labor. Since it is a direct 
measure of the retail price of goods and services 
purebased by wage earners in ~arge cities# it is 
most aat1sractorily used as a measure of Changes in 
the buying power of money wages of large groups of 
city workers. · 
·"The Index has been used tQ obtain a genera1 . 
measure of real wages as eanpared with productivity 
in a number of industries.: to estimate average week-
ly real earnings in manufacturing during World War 
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lias eompared with·World War· I; and to compare the 
increase in man-hour output with the movement of 
real average hourly earnings in various industries. 
It is, of eo'tn'""s-e~ eotnrider-a:b-ly- lEnns satisfactory-
when used for specific occupational groups, or in 
an area where buying and price conditions may vary 
markedly from the average • 
. ''Gu.ide to general economic poliey -:-·One of the 
de,veloping uses of! the Consumers' Price Index. is as 
a guide to broad economic policy. It is.used as a 
measure of the extent of inflation; that is1 as a barometer of the effect of the price changes on the 
workers' families' earnings and by extension, to the 
United States populati~n as a whole. During the war, 
the Index and the components of the Index served as 
a guide to formulation administrative and fiscal 
policies in tieterm.ining which CQDlmod.itie~ to control, 
de~ontrol, or subsidize. It was extremely valuable 
1n· measurin_g the effectiveness of. the community 
ceiling pr~ce program and in determining the 
effects ef proposed changes in price ceiling regu-
lations or subsidies. The Index in comparison with 
the Canadian and British indexes has been used to 
gage the relative effectiveness o.f the price-control 
policies in different countries. The rent index, 
one o.f the major groups of living essentials in-
eluded in the Consumers' Price Index, continues to 
be used as a measure of the effectiveness of the 
rent-control program. 
tti.'International. comlnrison _ ... .., The rate o~ change 
·.ill e~sumers r prices different countries is a 
useful tool in the analysis o:f business eyeles and 
related probl.ems~ and is intimately connected with 
t:Q.e stabiliza.tion· of international exchange rates. 
•'Allowance adjustment -- !he Index or some of.· 
its_camponents Is also used by welfare agencies to 
adjust allowances for families at the relief level., 
and by unampl~ent eammisai0ns .as a criterion for 
revising ~employment compensation allowances. 
According to BLS even alimony payments are 
oeeasienally adjusted on· the basis of ~anges in 
consum.ers' prices • 
. "Ganea1. measure of pri.ce J.evel 1n l.ong term-
contracts -- A fairly rare use of the Index, but of 
considerable importance when it ·does occur, is as 
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a •easure of the pr~ee level in ~ong-ter.m contrae~s. 
It bas been u.sed to adjust rentals 1n 99-Y"ea%' 
1eases~ and to provide ine~e.payments to benefi-
ciaries so that annual payments ehange aecerding te 
the purehasing power ef the dollar~ngo 
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90aoth Oongress~ 2nd Session~ 'The Oonsumerst Price 
Index • Report of the Joint Committee on the Econam!e Report 
on 'the·Oonsumersf Price Index of the United States Bureau of 
Labor Statistics, Jo!rit Committee Print, Printed lor the use 
of the Jo!rit Committee on the Eeonomie Report, Washington: 
Government Printing Office, 1952~ pp •. S-9. 
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APPENDIX 0 
THE CONSUMERS' PRICE INDEX DURING WORLD WAR II 
The economic stresses accompanying World War II 
focused eonaiderabl.e attention on the Consumers• Price Indexe 
.. Among the many ~portant developments during the War 
period, were criticism of the Index by labor uniens and an 
evaluation of it by a committee of the American Statisti-
cal. Associatien. 
The fol.l.owing quotation sums up the principal. develop-
ments during this period. 
trrn view of the important uses o:r the inciex in 
connection with price-control policy and later with 
wage policy~ and of the dif:fieul.ties of price eols 
leetion and index computation in the war situation~ 
the Bureau reeommemded to the Secretary of Labor in 
the spring of 1943 that the American Statistical. 
Association be r~uested to appoint an expert 
committee to review and appraise the Burea.u's Cost-
or-Living Index. At the reque_st o:f the Seeretary~ 
the Statistieal. Association appointed a s~-mamber 
committee under the ehairmansbip of Frederick c. 
Mills~ professor o:f economics and statistics o:f 
Columbia 11nive~sity. 
uT~s eammittee. spent several months stu~ing 
the.Bureauts procedures in collecting and summariz ... 
1ng the data going into the index and published its 
report on the subject on October 10~ 1943. In this 
report the committee ·recognized the validity of the 
index as a •trustworthy measure of changes ~n 
prices paid by consumers for good and services' and 
as 'an aeeeptable approxim.atien to recent changes 
in living costs.• The committee reported that the 
index understated the rise in food prices by a 
ralati v·ely small amount and made some recmmnen~ 
dations as to needed expansion of the Bureau's 
studies of reta1l.prices and consumer buying and 
some changes in procedure. The report pointed out 
that the phrase teost of living' as applied to a 
I. 
• 
•• 
p~iee index was ambi~~ous and misunderstood by 
ma~ peop~e, and further said that 'many of the 
difficu~ties and doubts which have arisen con-
cerning the index have their origin in attempts to 
use it uncritical~y for purposes for which it is 
not intended.' 
"Whi~e the Statistical Association Committee was 
in the process of studying the index and making its 
re~ort, incomes and prices were rising; shor~ages ·or 
essential goods were beeoming more acute, and a ver,r 
considerable migration of workers to high-cost 
defense areas was occurring. At the same t~e there 
had been a marked change in buying habits, not only 
because of the factors just mentioned but a~so 
be~ause many housewives had gone to work in war 
pl~nts, and there had been a great increase in 
restaurant dining, which was necessarily more ex- · 
pensive than home cooking. 
:"Demands f'or wage increases., meanwhile, were 
multiplying., while the wage stabilization poliey 
laid down in July 1.942 in the-Little Steel fermula 
was being maintained by the War Labor Beard in the 
face o~ ~ising prices. In brief' the Little Steel 
formula stabilized wages at prevailing levels., but 
in. the interest of' equity permitted wage increases 
under certain conditions to allow them. to come up 
to' a level. 15 percent ;higher than on January 1., 
1941. The figure of' 15 percent was the approXimate 
rise in the cost of' living f'ram January 15., 194l.,.te 
May 15., ~942, as shown by the Bureau's Cost-of-
Living Index. .However.;: it is impertan~ to note 
that wage_s f'or workers .who had had 15 percent in-
ere~ses were-'f'rozen' at -that point, and that the 
Cost-of-Livitig Index was not used as an escalator, 
nor did it play any official role in wage changes 
the~ea£ter. In connection with attempts to break 
the Little Steel. for.mula~ the Bureau•s Costaof-
Living Index., which had been used in establishing 
the formula became a target of' strong labor-union 
criticism. 
ttin response to this criticism, on October 22, 
1943, President Roosevelt asked Chairman William. H • 
Davis of' the War Labor Board to appoint a tripart~te 
committee from the Board to look into this ,index 
r to try to answer and make clear how the illdex figure 
is arrived at., whether any changes should be made in 
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its component parts, or oth~r ~provements•. Ohair.man 
Da~is immediately appointed the committee the 
Pr~sident requested. The members were unable to agree 
on:an endorsement of the report o~ the American Statis-
cal Association Committee (theMills report) or on a 
plan for ~heir own. repor~. Meanwhile, the labor-
union members of the committee---r. George Meany, o:r 
the A.F.L., and Mr. R. J. Thomas, of the CIO--had a 
report prepared on the index_ which·was released to 
the public in January 1944. It alleged that the 
index greatly understated.the rise in living costs, 
and presented an alternative est~ate of such rise. 
Thus, ~rom January 1941 to December 1943, while the 
Bureau of Labor Statisties' index showed an increase 
of 23.4 percent, the Meany-Thomas report est~ted a 
rise of 43.5 percent. The report alleged that the 
Bureau's prioes and r.ent quotations were too low; 
that the index f'ailed to take account of matly' .factors 
sueh a.s poorer . quality 1 disappearanee of much low-
cost merchandise, and disappearance of·special sales; 
and that priees in the index were underreported--all 
o.f 'which it estimated to add up to a very large 
error. Moreover, the index was eriticized because 
it .. did not measure unusual expenditures incurrea by. 
war workers moving to other areas, having to rent 
rooms, eat in high-price restaurants, etc., and 
other elements in changes in the mode of living. 
nsince the cOD'lmJ.ttee appoi..nted by Mr. Davis was 
unable to come to any conclusions~ he appointed a 
teebnical committee-to advise it, headed by Wesley 
c. Mitchell6 professor of economics at Columbia Uni.versity and Director of the National Bureau of 
Economic Reas~areh. The· report of this technical 
committee appeared in June 1944. It stated: 
. . 
•our examination of the methods used by 
the Bureau of ~a.bor Statistics and the other 
information we pave gathered~ lneluding the 
Burea~ of Agricultural Economics• Index of. 
: the Cost o.f Living of Farm F&milies, leads. 
us to conclude that the Bureau o:t Labor 
Statistics has done a competent job, under 
. very difficult market condit~ons 1 in pro-
viding a measure of price changes .for 
gQods customarily purchased by f~lies of 
wag·a earners and lower-salaried workers 
living in large cities--• · 
• 
and went on to point out the extent ef the price~ 
rise which the Bureau had not been able to measure 
had been greatly exaggerated by critics of the 
index. Because such criticisms had been the sub-ject of so much e~ntroversy; th.e technica~ committee 
had made an est~ate of the number of points the 
index might have risen i.f the B'urea.u ooul.d have 
measured all hidden price changes., and if the index 
eovered amall as well as large cities. The 
committee est1111a.ted, on the basis o:f .•informed 
gu~sses·t as to a number o:f di:f:t'erent hidden a-
creases., including deterioration in quality., that 
the index was between three apd four points too 
low. In making this statement the committee added: 
'EVen i.f we are right in thinking that 
the index does not represent the full in~ 
crease in the price o:f a l:l.st o:f custom-
ary supplies., kept as constant as wart~e 
conditions all0w1 it may not follow that 
the Bureau o:f Labo~ Statistics could., oP 
should1 take account of.the rather :l.ntangi-ble faetors we have stressed. An official 
:fact-finding agena,r is properly reluctant 
to state eonclus:l.ons it cannot support by 
evidence that any :fair-minded critic must 
accept.' 
»The report recommended a change in the name o:f 
the.index to make .alear that it is solely a measure 
o:f.priee changes on~. It also recommended that a 
large group o:f cities be covered, and that small 
cities be includea. 
nohair.man Davis• report supported the conclusions 
o:f the Mills and Mitchell co~ttees, and said: 
'The aoeuraey o:f the BLS index .figures 
.for what they are intended to measure is 
eon:t'ir.rned. They eonstitute a competent mea-
sure o:t' price changes :for goods customarily 
pureha.sed b.1 families of wage earners and 
lower-salaried workers living in large 
eities. They provide :fram month to mon~h 
an aeeeptable approx±mation to changes in 
the east o:f living f'er w.rban WGrkers.. They 
are good basie :figures fer llS~c:< in the 
:formulation ef' f'isoal and other governmental 
policies and . .t'or observing the effects of 
.• 
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such policies--
. and .furthe:P--
r ••••• that such an index is not to be con-
fused with, or changed to become, an index 
set up to measure f'rom time to time changes 
in total .fSJnily expenditures.• 
"Chairman Davis concurred in the recamnen-
d~tiens of the Mitchell committee .for technical 
improvements in the Index and .for continuing 
S11'1all. sample studies o:f .family expenditures and 
incomes so that the index could be kept more in 
line with eurrenu consum.ptien habits. He also ap-
proved the suggestion :for a change in the name o:f 
the index ' •••• i.f the new name could empbasiz.e the 
:fact that the BLS ~ndex measures changes in the 
total Beat of a .f~ed standard o:f living~ not 
changes :in total family expedni tures due to 
changed standa~ds o.f living.' 
· "i'his change· in name was made shortly af'ter the 
end of hostilities with Japan, in September 1945, 
when the .figures .for .A:ugust ·1945 we ··issued. The 
index was then officially name the •consumers• 
Price Index for Moderate Ineeme Families in Large 
Cities. u~n 
9182nd Congress, 2nd Session, Consumers• Pr1ee 
Index., Hearings befGre Subcommittee of The Committee on. 
Education and LaboP House Document 404, Washington: 
Government Printing Office, 1952,· pp. 22-25· 
• 
APPENDIX D. 
CITIES IN- WHICH PRICES .ARE COLLECTED. FOR THE CONSUMER 
PRICE INDEX 
Pricing Months Cities Jan.JFeli.IJ.tar. :Ipr. :May ,JuneJJiiiyJiug.l~ept.:Oct.;Nov.Jt!ec. 
ALL CITIES OVER 1,000,000 
·New York, N.Y.-Northeastern New Jersey X X X X X X X X X X X X 
Chicago, Illinois X X X X X X X X X X X X 
Los Angeles, CalUornia X X X X X X X X X X X X 
Detroit, lli.chigan X X X X X X X X X X X X 
Philadelphia, Pennsylvania-Camden, New Jersey X X X X X X X X X· X X X 
·Boston, Uassachusetts X X X X 
Pitt.sburgh, Pennsylvania X X X X 
Cleveland, Ohio X X X X 
Washington, D. C. X X X X 
Baltimore, Maryland X X X X 
st. Louis, )(issouri X X X X 
San Francisco, California X X X X 
CITIES OF 21.,.0,000 - 1,000,000 
Kansas City, Missouri X X X X 
:Vinneapolis-st. Paul, llinnesota X X X X 
Portland, Oregon X X X X 
:Houston, Texas X X X X 
·Scranton, Pennsylvania X X X X 
-Seattle, lrashington X X X X 
. 
Atlanta, Georgia X X X X 
Cincinnati, Ohio X X X X 
Youngstown, Ohio X X X X 
CITIES OF 30,000 - 21.,.0,000 
Canton, Ohio X X X X 
Charleston, West Virginia X X X X 
Lynchburg, Virginia X X X X 
Evansville, Indians X X X X 
Huntington, West Virginia-Ashland, Kentucky X X X X 
)(iddletown, Connecticut X X X X 
)(adison, Wisconsin ·x X X X 
Newark, Ohio X X X X 
San Jose, California X X X X 
CITIES UNDER 30,000 I 
Graro Forks, North Dakota X X X 
lladill, Oklahoma X X X 
Pulaski, Virginia X X X 
Ran~nna, ·ohio ' X X X 
Camden, J.rkansaa X X X 
Garrett, Indiana X X X 
Rawlins, Wyoming X X X 
Shmmee, Oklah0111a X X X 
Anna, Illinois X X X 
Glendale, Arizona X X X 
Grand Island, Nebraska X X X 
Laconia, Ner Hampshire X X X 
Lodi, California X X X 
Middlesboro, California X X X 
Sandpoint, Idaho X X X 
Shenandoah Iowa X X X 
.. 
Food, rent and certain other items are priced monthly in all cities. 
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ABSTRACT 
MEASURES OF CONSUMER PRICES 
This paper has been devoted to an examination and com-
parison. of the techniques and methodologies underlying six 
measures of consumer prices, with particular reference to 
the Consumer Price Index for the United States as maintained 
by the United States Bureau of Labor Statistics. 
The term .price covers a very broad and complex area of 
economic thought and theory, but probably no part of the 
.general subject of price receives more practical attention 
and application than that of consumer prices. 
Measures of consumer prices, devices utilized to mea-
sure price changes in goods and services orqinarily purchased 
by consumer units, are fairly recent developments. It was 
necessary for index number techniques to reach a degree of 
maturity before such complex phenomena as consumer price 
levels could be quantified into statistical measures. Early 
in the twentieth century~ the technique of weighting several 
variables into a logical and meaningful scheme came into 
favor. This advance made possible the construction of mea-
sures of consumer prices in the United States and several 
other countries including five in Western Europe which have 
been considered in this paper. 
With the development of complex economic structures 
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and attendant problems such as changes in the "cost-of-
living" it became necessary to know something concerning the 
level and movement of living costs of consumer units within 
an economy. The initiation of measures of consumer prices 
has been followed by widespread interest and application of 
·these measures ·particularly to meet the problem of rising 
living costs. 
The interest and practical application of measures of 
consumer prices such as the Consumer Price Index for the 
United States has grown with the passage of time. Today the 
Consumer Price Index for this country is almost a household 
bywortl, with valuable newspaper space devoted to this measure 
each month, governmental policy being evaluated or guided by 
its movements, or utilization of this Index as a price 
deflator by economists and researchers in a variety of economic 
problems. The most notable application of the Consumer Price 
Index for the United States is the incorporation of "cost-
of-living escalator clauses" into collective bargaining 
agreements by labor and management based on this Index. The 
latter application means that wages of millions of American 
workmen are directly and definitely influenced by movements 
of the Consumer Price Index. 
In Europe, measures of consumer prices likewise find 
widespread application by governments in establishing wage 
levels and to a lesser extent in collective bargaining. 
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Because of the importance~ application~ and utiliza-
tion of measures of consumer prices~ particularly in complex 
economic situations such as collective bargaining, it has 
been the purpose of this paper to examine in some detail the 
most significant techniques and methodologies which underly 
the principal measures of consumer prices existing in the 
United States, Belgium~ France~ Italy~ the United Kingdom and 
West Germany. 
The techniques and methodologies underlying such a 
measure are in essence the basic quality of such a statistical 
device. By examining and comparing these characteristics of 
.the measures concerned, it becomes possible to gain some 
va~uable insight into their essential quality. Some determin-
ation may then be ascertained as to whether or not the degree 
of utilization and application they receive is warranted, 
particularly with respect to the Consumer Price Index for the 
United States. 
Examination and comparison of measures of consumer 
prices on the basis of techniques and methodologies involved 
is the only valid approach to the problem of making some 
determination of their essential quality since economic~ 
cultural and value differences between countries make any 
other approach ineffective. 
The Consumer Price Index for the United States was 
consequently examined in considerable detail. Much 
--
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information was presented regarding pricing techniques and 
practices involved which are utilized in developing the 
basic price data entering the Index each month. 
The expenditure survey techniques, the basis of the· 
weighting design of a measure of consumer prices, were also 
examined carefully along with information on earlier studies 
of this type which add valuable perspective to an under-
standing and evaluation of the techniques underlying the 
present. Index. Additional information and examinationof. the 
Consumer Price Index for the United States included the 
coverage (geographic and economic)., index formula, base period 
practices, series, publication and maintenance factors. These 
were all considered pertinent to an understanding of the basic 
.quality of this measure. 
In like manner, information on the techniques and 
methodologies involved in pricing, expenditure surveys, base 
periods, series, publication and maintenance of the principal 
measures of consumer prices in the five West European 
countries considered here was also presented. 
With this presentation of information on the salient 
factors involved in the techniques and methodologies inherent 
in each. of the measures concerned, certain aspects of quality 
began to emerge. These were clarified in Chapter IV of this 
paper where a direct comparison between these characteristics 
of the Indexes was made. 
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On comparison it was found that the Consumer Price 
Index for the United States generally utilized techniques· and· 
methodologies of a superior quallty. 
Pricing technlques were meticulously developed and 
maintained in the United States measure. By comparison, this 
aspect of the Index was better than any other considered. 
The expenditure survey supporting the Consumer Price 
Index for the United States was based on an elaborate and 
carefully devised sampling plan which provided a more 
reliable and representative measure of consumption patterns 
in this country. One exception, however, to the generally 
superior quality of the Consumer Price Index was noted.in 
the case of the West German measure. This latter measure is 
based upon continuing surveys of consumption patterns, making 
possible the presentation of an index for gro~ps of economic 
units by income level and of course a more current weighting 
scheme. 
In like manner, the base periods, publication factors, 
index formulae and maintenance of each of the respective 
measures of consumer prices were compared and it was found 
that in all aspects the Consumer Price Index for the United 
States·utilized superior techniques and methodologies. 
Recognition was made of the fact that European labor 
statisticians have been hampered to some extent in their 
efforts to develop adequate measures·of consumer prices. The 
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disruptions accompanying World War II, together with con-
siderable dissent and apathy toward a measure of this type 
have served to make the task of construction of an adequate 
statistical measure of consumer prices most difficult in 
~urope. There is some indication that this problem is being 
attacked and solved, an example of which is the current work 
being done by the British on the revision of their Index. 
On the basis of these findings, it may be definitely 
stated that within the framework of techniques and method-
ologies utilized in the present development, maintenance 
and publication of the measures of consumer prices, considered 
in this paper, the Consumer Price Index for the United States 
emerges as a superior statistical measure of this type. 
Because of this superior quality, the widespread 
utilization of the Consumer Price Index for the United States 
is warranted. Parties incorporating this measure into ,cost-
of-living escalator clauses" in collective bargaining agree-
ments or applying it in any of a wide variety of appropriate 
uses may be confident they are utilizing a statistical mea-
sure embodying the finest techniques and methodologies which 
the resources available to the United States Bureau of Labor 
Statistics permit. 
' 
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